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New ventures face significant challenges in attracting and acquiring critical human re-
sources, as well as in building a coherent human resource management system that not only 
binds people together during the startup phase when the firm is struggling for survival, but also 
caters to changing human resource needs when the firm has transited to the growth phase.  Our 
knowledge on how growing new ventures manage their human resource challenges is still very 
limited.  Existing research on human resource management has been based largely on the con-
text of established firms.   Human resource practices in large organizations, however, do not 
automatically apply to young and small entrepreneurial firms with fewer resources at their dis-
posal, which are at the same time facing a volatile operating environment..  Hence, there is a 
need to study human resource challenges and practices of growing new ventures in their unique 
context. 
This research attempts to capture unique human resource management phenomena in 
new ventures, specifically on how core team members are acquired during the startup and the 
growth phases, and some of the internal and external contexts that may affect the choice of 
team members.  It also explores the change paths of the employment model in new ventures 
from their startup to their growth phases, taking into account influences from the core team, the 
initial model design, and the external pressures for change. 
Findings from this research suggest that entrepreneurs tend to leverage personal net-
work ties (in both social and business circles) at the startup phase in recruiting core team mem-
bers.  The extent to which entrepreneurs can continue to rely on their direct network ties to ac-
quire core team members during their growth phase, however, varies with their personal en-
dowment in network range and reach, which may be influenced by factors such as industrial 
experience.  The business partnerships built through the initial years of the firm, moreover, 
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 may also lead to the increased use of business ties and indirect ties in acquiring core human 
resources.  Furthermore, team members can be chosen based more on affective considerations 
of similarity-attraction, or on instrumental concerns of strategic fit, depending on different 
types of ownership influence (the presence or absence of institutional ownership at founding as 
examined in this research).  The different decision criteria can in turn lead to teams with differ-
ent levels of diversity.  Meanwhile, the characteristics of the core team can also exert an influ-
ence on the design and evolution of the employment model in new ventures.  Startup teams 
with shared organizational experience tend to be able to design more coherent initial employ-
ment models.  The coherence level of the initial employment model in turn relates to the coher-
ence of the employment model of the firm at the growth phase, but is subject to the impact 
from changes in core team membership, and pressures from the institutional and competitive 
environment. 
An understanding of the phenomena of people management in new ventures is the first 
step in formulating effective HRM strategies for those firms to survive their startup phase, and 
effectively transit to their growth phase.  This research contributes to knowledge building with 
regard to human resource challenges and practices in relatively young and small firms.  The 
theoretical models used in the studies can also serve as the basis for future research in conduct-
ing more rigorous tests of the relationships among the key variables identified, advancing and 
synthesizing research in the field of human resource management in the specific context of 
young and growing entrepreneurial firms. 
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How people are managed can drive companies to success or failure (O'Reilly and 
Pfeffer, 2000).  This is especially true for new ventures with organizational foundations that 
are still fragile.  Entrepreneurs unable or unwilling to deal effectively with HRM-related is-
sues find it difficult to attract and retain top employees, and motivate those who remain. 
These entrepreneurs will in general not be able to realize their business vision and create 
value with their business ideas (Baron, 2003; Katz and Welbourne, 2002).  On the other hand, 
the maximization of the value of human resources through proper management can provide a 
competitive advantage for the firm (Barney and Wright, 1998). 
While there is abundant literature studying human resource management in large, es-
tablished organizations, relatively little research has covered human resource challenges in 
young, small and growing new ventures (Baron, 2003; Cardon and Stevens, 2004; Tansky 
and Heneman, 2003).  Human resource management theories and practices applicable to 
large, established firms may not necessarily fit the context of young and small firms (Hene-
man and Tansky, 2002).  The different concerns and challenges faced by younger and smaller 
firms, such as ‘the liability of newness and smallness’ amplified by the lack of resources and 
legitimacy, and a high level of uncertainty, lead to the adaptation of different practices in 
human resource acquisition and management (Barber, Wesson, Robertson and Taylor, 1999; 
Heneman and Berkley, 1999; Ram, 1999).  In recent years, repeated calls have been made for 
more research to develop deeper insights into the phenomenon of human resource manage-
ment in relatively young and small entrepreneurial firms by developing additional observa-
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 tions, taxonomies, and theories (Baron, 2003; Katz and Welbourne, 2002; Tansky and Hene-
man, 2003).  
Traditionally, studies on human resources in new ventures focus on the persona of the 
founder (see for example, Boeker, 1988, and Schein, 1983).  A growing amount of literature 
in recent years, however, challenges the position that the entrepreneur is the lone hero in the 
entrepreneurial process (Boeker and Wiltbank, 2005; Cooney, 2005; Eisenhardt and Schoon-
haven, 1990; Forbes Borchert, Bruhn and Sapienza, 2006; Kor, 2003).  The venture creation 
process usually begins with a lead entrepreneur with an idea for a new enterprise.  He or she 
then approaches people who may buy into the idea to build the enterprise together.  It is the 
characteristic of such a core team, rather than that of the single entrepreneur, that influences 
venture performance and success (Eisenhardt and Schoonhaven, 1990; Ensley and Pearce, 2001; 
Hambrick and Crozier, 1985).  Hence, an initial step in understanding human resource manage-
ment in new ventures can start with an examination of how new ventures put together their 
core teams.   
In this thesis I focus on examining how entrepreneurs put their initial core human re-
sources (new venture core teams) together (Chapter 2), contextual factors that influence the 
characteristics of that core team (Chapter 3), and how the characteristics of the startup core 
team imprint themselves on the change and stability of the employment model adopted by 
new ventures (Chapter 4).  Figure 1 summarizes my research scope. 
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Different ties for different 
needs:  The use of networks 
in human resource acquisi-
tion in growing new ventures 
 
Chapter 4 
Change and stability of employment 
models in growing new ventures:  
A simultaneous examination of core 
team imprinting, structural inertia and 
adaptive pressures  
Chapter 3 
Ownership imprinting on new 
venture team formation and 
composition 
In chapter 2, “Different ties for different needs:  The use of networks in human re-
source acquisition in growing new ventures”, I argue and find support for the proposition that 
due to multiple considerations of organizational constraints, strategic needs, and value fit, 
entrepreneurs may rely mainly on informal recruitment channels such as networks in acquir-
ing their core team members during the early phases of the new venture.  Moreover, new ven-
tures emerging from their startup to their growth phase may use different network pools in 
their search for core team members with different competency fix.  To reach for a larger pool 
of potential candidates with diverse background and competencies, entrepreneurs may shift 
from using their personal social ties to the business network ties of the firm as new ventures 
transit from the startup to the growth phase.  The preference for strong ties, however, can per-
sist through both phases.  My research findings suggest that this can be attributed to the em-
phasis on the “fit” and “trust” elements in the selection of core team members by entrepre-
neurs. The identification of such “softer” elements requires fine-grained information trans-
ferred through a prolonged period of interactions, which are much better transmitted through 
strong and direct ties than via weak ties. 
To further examine how different organizational context can influence new venture 
team compositions, Chapter 3, “Ownership imprinting on new venture core teams formation 
and composition”, consists of a study I conducted to examine the effects of founding owner-
11 
 ship structure on core team recruitment and core team characteristics from the startup to the 
early growth phase of the firm.  My key argument is that the presence or absence of institu-
tional ownership at founding may lead to the use of different recruitment channels in acquir-
ing team members, and the formation of teams with different characteristics in new ventures.  
Such imprinting effects can persist to the growth phase of the firm due to forces of structural 
inertia, making the growth team a close resemblance of the startup team.  My findings gener-
ally support the proposition of ownership imprinting:  While new ventures I studied generally 
relied on networks in recruiting their core team members, the presence of institutional owner-
ship at founding led to more functionally diverse teams at the startup as well as the growth 
phases.  The proportion of indirect hires at the growth phase was also positively related to the 
presence of institutional ownership at founding.   
Chapter 4, “Change and stability of employment models in growing new ventures: A 
simultaneous examination of core team imprinting, structural inertia and adaptive pressures”, 
proposes and tests a theoretical model which traces the influence of new venture core teams 
on the change and stability of employment models during the startup and growth phases of 
the firm, using imprinting effects as the key theoretical lens.  My conceptual model, and some 
preliminary findings based on a relatively small sample size suggest that the initial design of 
a new venture’s employment model reflects the prior organizational experience shared by the 
members of the startup core team.  The level of shared cognition among team members based 
on their shared organizational experience before the formation of the new venture contributes 
to the clarity and internal consistency of the initial set of core values relating to the startup 
employment model.  Once the initial design has been put in place, structural inertia kicks in, 
making the characteristics of the employment model during the growth phase a prediction of 
the initial design.  Such imprinting effects, however, are subject to pressures of adaptation 
from the external environment.  Changes in the competitive environment, as well as isomor-
12 
phic pressures from the institutional environment, can cause changes in the employment 
model deviating from the prediction of structural imprinting.  Hence change and stability of 
employment models in growing new ventures should be understood amidst an intricate bal-
ance between imprinting effects and adaptive pressures. 
In the concluding chapter (Chapter 5) I wrap up the thesis by summarizing the overall 
research findings from the various papers, and highlight possible directions for future re-
search. 
 The research scope of this thesis echoes recent calls for an extended model of the up-
per echelon perspective by examining antecedents and effects of top management team com-
positions (Boone, Olffen, Witteloostuijn and Brabander, 2004; Carpenter, Geletkanycz and Sand-
ers, 2004), in the specific context of growing new ventures.  Extant research on top manage-
ment teams (TMT) focuses mainly on large, established firms, and in examining the effects of 
TMT characteristics on firm strategies and performance (see recent review by Carpenter, et 
al., 2004).  Given the importance of team characteristics to organizational outcomes, under-
standing the antecedents shaping such characteristics should be an important research agenda 
(Boon, et al., 2004; Keck and Tushman, 1993; Pettigrew, 1992).  In the context of relatively 
young, small and growth oriented ventures, an understanding of the internal and external con-
texts influencing how team members are recruited, as well as the factors that shape team 
characteristics, are particularly important. This is because the initial characteristics of the 
team not only have significant influence on new venture survival and growth (Eisenhardt and 
Schoonhaven, 1990), but also imprint on the initial design of important organizational fea-
tures, and their subsequent evolution (Boeker, 1989, 1997b; Beckman and Burton, 2005).  
Research on what shapes new venture core teams, however, is still limited, although it has 
grown in recent years (see Boeker and Wiltbank, 2005; Forbes et al., 2006; Ruef, Aldrich and 
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 Carter, 2003).  My research enriches and extends current literature on how new venture teams 
become what they are. 
While it is important to understand how top management teams contribute to firm 
strategies and financial performance, the team effects on the design and evolution of core or-
ganizational structures, such as the employment model, warrant no less attention.  The em-
ployment model represents a core feature of the firm which defines “the basis of exchange 
between members and the organization” (Hannan, Burton and Baron, 1996; Hannan and 
Freeman, 1984).  The way people are selected, trained and rewarded has a strong bearing on 
both organizational and individual outcomes.  A coherent employment model is particularly 
important for new ventures that face a relatively high degree of uncertainty and changing or-
ganizational dynamics because it can ease some of the “growing pains” by providing a frame 
of reference for organizational priorities, steering employees towards the common goals.  It 
also helps to provide some order in a very dynamic context by setting clear parameters for 
efforts and rewards. Understanding the key driving forces that shape the change and stability 
of employment models in growing new ventures is therefore an important research agenda.  
My research examining how core team characteristics influence the design, change and sta-
bility of employment models in growing new ventures represents an initial attempt to imple-
ment such a research agenda. 
Scholars conducting research in human resource management in entrepreneurial firms 
have pointed out that “at a time of unparalleled technological development, it is human re-
sources that paradoxically spell success or failure for all firms, and especially entrepreneurial 
ones” (Katz, Aldrich, Welbourne, and Williams, 2000, p. 7).  Brilliant business visions and 
opportunities cannot materialize without having the right people in place to execute and im-
plement them.  Continuous innovations will not be possible without the right organizational 
incentives encouraging creativity and risk taking by organizational members.  The studies in 
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my thesis contribute to the important but relatively under-researched area of human resource 
management in growing entrepreneurial firms.  I hope my research effort, in capturing and 
explaining some specific aspects of human resource management in growing new ventures 
using multiple theoretical perspectives, will help bridge extant organizational theories to the 
study of entrepreneurship. At the same time, it is hoped that the results will provide insights 
that can be of reference value for current and future entrepreneurs in meeting human resource 




Chapter 2:  
 
Different Ties for Different Needs - The Use of Networks in Core 




Human resources are critical for firm survival and growth (Heneman and Tansky, 
2002; Katz, Aldrich, Welbourne and Williams, 2000).  Understanding how organizations can 
acquire the right type of talent is therefore of prominent interest to organizational scholars 
and practitioners alike, which is why the notion of “fit” is a dominant theme in the human 
resource literature (Schneider, 2001).  Two streams of HRM literature focus particularly on 
the issues of fit, from a macro and a micro perspective, respectively.  Strategic human re-
source management (SHRM) literature focuses on how human resource practices can “fit” 
organizational strategies in generating the necessary human capital pool to sustain superior 
performance (Barney and Wright, 1998; Wright and McMahan, 1992; Wright, Dunford and 
Snell, 2001).  Person-environment (P-E) fit (or P-O fit when applied to organizations) re-
search, on the other hand, argues that organizational behavior and effectiveness are ultimately 
a joint function of characteristics of the organizational environment and the individual (Kris-
tof, 1996; Schneider, Smith and Paul, 2001).  While each stream of literature has made sub-
stantial contributions to our understanding of human resource management, research which 
simultaneously considers both types of fit has been rare (Werbel and Demarie, 2001).  Fur-
thermore, new ventures face unique challenges in human resource management, due to organ-
izational constraints associated with liabilities of newness and smallness (Cardon and Ste-
vens, 2004; Williamson, 2000; Williamson et al., 2002).  Hence, over and above the consid-
eration of strategic fit and P-O fit, new ventures may also need to take into account their or-
ganizational constraints when deriving strategies in reaching out for the right pool of talent.  
17 
 Capturing the recruitment practices of a group of relatively young and small entrepreneurial 
firms in Singapore from their startup to their growth phase, this paper attempts to illustrate 
how the multiple considerations of organizational constraints, strategic fit and P-O fit are re-
flected in the use of networks in recruiting core team members in those firms, and the particu-
lar type of ties entrepreneurs rely on to reach out for different pools of talent as firms transit 
from startup to growth.   
I focus on the recruitment of core team members in this study because an increasing 
number of studies have attributed new venture performance to the characteristics of their new 
venture core teams (Boeker and Wiltbank, 2005; Eisenhardt and Schoonhaven, 1990; Ensley 
and Pearce, 2001; Kor, 2003).  I use the term core team rather than top management team 
(TMT) because people with lesser titles may play important strategic roles in entrepreneurial 
firms with relatively simple organizational structure,.  Core team members thus include indi-
viduals reporting directly to the top executive of a firm, and have a significant impact on the 
strategies and practices of the organization despite their titles. 
While this is an exploratory study relying on a combination of qualitative and quanti-
tative data based on a small sample of 20 firms, the proposed theoretical framework based on 
the “system approach” of contingency theory, taking into account organizational constraints, 
strategic needs and person-organization fit provides a useful tool for future research on hu-
man resource practices in growing new ventures.  The holistic approach also contributes to 
widening the scope of fit considerations in current main stream HRM literature, bridging the 





2.2 A System Approach of Fit 
 
Underlying the contingency approach is the proposition that performance is a conse-
quence of the “fit”, or congruence, between several factors: structure, people, technology, 
strategy, and culture (Nightingale and Toulouse, 1977; Tosi and Slocum, 1984; Van de Ven 
and Drazin, 1985). The traditional contingency approach applied in strategic management, 
organizational theory and organizational behavior studies, however, rarely goes beyond ex-
amining the “fit” of two contingencies on a performance outcome (Miller, 1981).   The “sys-
tem approach” of contingency theory, on the other hand, stresses the need to take into ac-
count the interconnectedness of various factors, and is arguably a more realistic representa-
tion of organizational reality (Drazin and Van de Ven, 1985; Miller, 1981). Under the “sys-
tem approach”, fit is defined as “the internal consistency of multiple contingencies and multi-
ple structural characteristics” (Drazin and Van de Ven, 1985, pg. 515).  Such an approach 
advocates the simultaneous consideration of the interaction among environmental, strategic 
and people variables within a certain structure (Miller, 1981; Van de Ven and Drazin, 1985; 
Venkatraman and Prescott, 1990). 
Adapting such a “system approach” in this study, I propose a multi-dimensional, 
multi- contingency model of “fit” to examine why network recruitment becomes the most 
commonly adapted practice among entrepreneurial firms in acquiring their core team mem-
bers.  I further posit that the network ties utilized may vary with changing organizational con-
text represented by two different developmental phases of the firms. Figure 2.1 summarizes 
my conceptual framework for this paper.  The model suggests that multiple considerations of 
organizational constraints, strategic needs and values fit all play a part in influencing the hir-
ing practices for core members in entrepreneurial firms.  The contingencies in these multiple 
dimensions, moreover, change as firms evolve from their startup to their growth phase.   In 
this study, the startup phase is defined as the inception and survival stages of the firm, and the 
19 
 transition to the growth phase is signified by the emergence of a clear growth strategy, fol-
lowed by consecutive years of rapid growth (Churchill and Lewis, 1983; Hanks, Watson, 
Jansen and Chandler, 1993; Hite and Hesterley, 2001).  In the following sections, I will build 
up the specific hypotheses and provide empirical evidence on how the multiple considera-
tions of organizational constraints, strategic needs and P-O fit at the startup and the growth 
phase of the firm relate to the use of networks in recruiting core team members. 
 
Figure 2.1.  Multiple fit considerations in core team recruitment 
Liability    of    newness     and smallness
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2.3 Multiple Considerations of Fit in Core Team Recruitment 
2.3.1 Organizational Constraints and Core Team Recruitment 
 
Defined as young, small, and growing (Baker and Aldrich, 2000; Markman and 
Baron, 2002), entrepreneurial firms in general are saddled with the “liability of newness and 
smallness” (Aldrich and Auster, 1986; Ranger-Moore, 1997; Stinchcombe, 1965). They may 
not have the abundant resources at their disposal as large, established firms would have.  The 
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organizational practices they adapt are more often than not the result of “improvisation” 
(Baker and Aldrich, 2000) and “effectuation” (Sarasvathy, 2001).  Instead of having the 
choice of various means to achieve a specific goal, entrepreneurial firms usually have to 
“make do” with the limited resources they have in hand to attain the best outcomes they can 
get. 
Similarly, liabilities of newness and smallness are generally quoted as the constrain-
ing factors for firms to compete in the talent market (Cardon and Stevens, 2004; Williamson, 
2000; Williamson et al., 2002). Such liabilities are manifested in the lack of financial and ma-
terial resources (Hannan and Freeman, 1984), the lack of organizational legitimacy (William-
son, 2000) and a high level of uncertainty (Gartner, Bird and Starr, 1992).   The lack of finan-
cial resources may hamper entrepreneurial firms’ ability to offer attractive remuneration 
packages.  Resource constraints also cause them to shy away from investment intensive 
methods such as college recruitment (Barber, Wesson, Robertson and Taylor, 1999). Unlike 
larger, well-known firms, entrepreneurial firms often cannot rely on their name, their reputa-
tion in the industry, or their market share to attract talent (Aldrich, 1999).  The HR function is 
also usually underdeveloped in smaller firms. In addition to their other roles, owners or line 
management have to recruit staff and they are less likely to employ sophisticated recruitment 
and selection programs (Barber et al., 1999; Heneman and Berkley, 1999). The deviation 
from institutionalized recruitment practices, together with the general absence of well-defined 
job descriptions for positions, reduces entrepreneurial firms’ legitimacy as employers-of-
choice (Williamson, 2000).  From the potential recruit’s perspective, committing one’s career 
to a relatively young and small firm can be a high-risk undertaking due to the relatively high 
mortality rate of firms at their early and adolescence stages (Bruderl and Schussler, 1990; 
Hannan and Freeman, 1989).  I therefore propose: 
21 
 Hypothesis 1.  Liabilities of newness and smallness are the key environmental con-
straints faced by entrepreneurial firms in human resource acquisition. 
 
2.3.2 Strategic Consideration in Team Member Selection 
 
The key argument under SHRM literature is that human resource management prac-
tices should be aligned to the strategic needs of the firm, generating a human capital pool that 
provides the basis for a sustainable competitive advantage, thus resulting in superior organ-
izational performance (Barney and Wright, 1998; Wright and McMahan, 1992).  Applying 
this perspective to recruitment practices of growing new ventures, we can argue that entre-
preneurs may choose their team members based on different criteria at different developmen-
tal phases of the firm. 
During the startup phase, the organizational structure is relatively simple, and the 
owner/manager is synonymous with the business, with highly centralized decision-making 
authority.  The focus of firms at this phase is to turn identified opportunities into viable busi-
nesses, and to survive with limited resources.  Fast decision making and actions are impera-
tive.  Schneider et al. (1997), quoting from Miller’s work (1991) suggested that homogeneity 
in the management team at this early phase can bring about the cohesiveness and cooperation 
required to achieve those short-team goals.  In their study of new venture teams, Chandler 
and Hanks (1998) also found that shared background and interests, rather than functional di-
versity, tend to be the predominant selection criteria for team members at this stage. 
As the firm transits to the growth phase, its strategic focus shifts from short term sur-
vival to longer term growth and sustainability.  As business size grows, and business de-
mands become more intense and diversified, entrepreneurs need to decide which tasks to fo-
cus on to bring about the maximum benefits for the organization, and to delegate other roles 
(Johnson and Bishop, 2002).  Gradually, as the organizational structure shifts from an owner-
22 
run firm to professional management with increased specialization, diversity of skills among 
team members becomes necessary (Churchill and Lewis, 1983; Hanks et al., 1993).  Chandler 
and Hanks (1998) found that the development of distinctive functional area competencies by 
team members is associated with sales growth performance as firms go beyond their founding 
years.  Management heterogeneity facilitates growth and organizational transition in that it 
increases the knowledge and perspectives available to the core team, enabling the team to go 
into issues more deeply and develop a more complete understanding of problems, and to de-
velop alternative solutions to these problems (Foo, Wong, and Ong, 2005; Pelled, Eisenhardt 
and Xin, 1999). Debates among team members based on their different perspectives lead to 
increased decision comprehensiveness, and are particularly important in situations character-
ized by change and uncertainty (Eisenhardt, 1989b; Simons, Pelled and Smith, 1999). I there-
fore propose: 
Hypothesis 2.  Contingent on the strategic needs of the firm, entrepreneurs emphasize 
background similarity during the startup phase and functional diversity during the 
growth phase in acquiring their core team members 
2.3.3 P-O Fit Considerations in Team Member Selection 
 
The most frequently applied theory in the human resource literature addressing the 
“fit” issue in personnel selection is person-environment (P-E) fit (or P-O fit when applied to 
organizations) theory (Schneider, 2001).  The P-O fit framework argues that organizational 
behavior and effectiveness are ultimately a joint function of characteristics of the organiza-
tional environment and the individual (Kristof, 1996; Schneider, et al., 2001).  The essence of 
person-organization fit lies in value and goal congruence between the person and the organi-
zation (Chatman, 1989; Kristof, 1996), within which the “fit” content may also change over 
time (Schneider et al., 1997).  In understanding recruitment practices of entrepreneurial firms 
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 transiting from startup to growth phase, it is essential to take into consideration P-O fit dy-
namics. 
Empirical studies have found that during the startup phase of new firms, entrepreneurs 
make recruitment decisions mainly based on the mutual compelling interests among team 
members or their common aspirations to start a venture (Chandler and Hank, 1998; Kamm 
and Nurick, 1993). Rather than having a clear business vision as a common ground, entrepre-
neurs and their team members are being drawn to each other based on similar beliefs, inter-
ests, and personal chemistry (Bird, 1988). On the other hand, as firms move to the growth 
phase, business vision and strategic goals become more well-defined and stable (Churchill 
and Lewis, 1983). From the P-O fit perspective, during this phase entrepreneurial firms need 
to have members with diverse perspectives and complementary competencies who at the 
same time also believe in the business vision of the firm. This mix of complementary compe-
tencies and shared vision facilitate effective communications and execution of organizational 
tasks (Schneider et al., 1997).  Hence I propose: 
Hypothesis 3.  For value and goal congruence, entrepreneurs tend to seek members 
with shared personal aspirations in the startup phase and with shared business vi-
sions during the growth phase of the firm. 
 
2.4 Different Ties for Different Needs 
2.4.1 Network Recruitment as the Dominant Practice in Team Member Acquisition 
 
Extant literature on staffing practices in entrepreneurial firms suggests that informal 
recruitment practices through networks generally prevail in such firms (Aldrich, 1999; Al-
drich and Langton, 1997; Barber, et al., 1999 ).  Network recruitment provides a “convenient 
and inexpensive” way of acquiring talents (Barber et al., 1999).  It may also help to address 
the issue of organizational legitimacy.  Through networks, potential employees can obtain 
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private information on the firms (Shane and Cable, 2002) via prior personal experience (e.g. 
working with the firm in a supplier/customer relationship), or from referral of a trusted third 
party, thus becoming more open to consider joining the firm.  Similarly, individuals with ex-
isting ties to entrepreneurs are more likely than strangers to join ventures operating in highly 
uncertain conditions (Hite and Hesterly, 2001; Uzzi, 1996).  More importantly, in the absence 
of sophisticated selection processes, using networks in recruitment and selection will help 
achieve better “fit”, be it personality, ability or attitude (Brass, 1995, pg. 52 and 62-63).  We 
can therefore see the pragmatic as well as strategic rationales for entrepreneurial firms to 
adopt network recruitment practices. 
As entrepreneurial firms transit from the startup to the growth phase, however, we can 
expect an improvement in resource availability as their businesses have grown to a sustain-
able size. The establishment of a certain track record also improves their organizational le-
gitimacy. At the growth phase, there should also be a reduction in the degree of uncertainty 
since the firms have moved beyond survival to growth (Hite and Hesterley, 2001).  Such im-
provements, together with the need for expanding the core team (often in a short period of 
time) to cope with the growth pace, may steer entrepreneurial firms to turn to the market in 
search for core members (Cardon, 2003; Williamson, 2000). The institutional pressure of 
isomorphism may also mean that entrepreneurial firms will be more inclined to adopt formal 
recruitment practices used by established players to enhance their legitimacy in the eyes of 
potential recruits (Williamson, 2000; Williamson et al, 2002), We can therefore expect: 
Hypothesis 4.  Network Recruitment is the predominant practice in acquiring core 
team members in entrepreneurial firms, though the extent of its predominance will 
decrease during the growth phase. 
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 2.4.2 From Social Ties to Business Ties 
 
While there appears to be a general consensus on the important role of networks in fa-
cilitating resource acquisition for entrepreneurial firms, empirical evidence as to what type of 
network ties suits what needs at which stages of the firm is far from conclusive (see Hite and 
Hesterly, 1999; Hoang and Antoncic, 2003 for reviews).  For example, while Larson and 
Starr (1993) suggest that family and friends provide better leverage for key resources needed 
to establish firm viability, Baum and colleagues (2000) found that inter-firm networks en-
hance startup performance.  Addressing the debate on what network characteristics are most 
advantageous during which stage of the firm, Hite and Hesterly (2001) developed an evolu-
tion model of firm networks for acquiring resources from the emerging stage to the growth 
stage.  The model presents an insightful conceptual framework on how firms progress from 
reliance on embedded, identity-based social ties to use of calculative, economic exchange-
based business ties to secure resources.  Applying the framework in the context of this paper, 
I propose that the network ties used in acquiring human resource in entrepreneurial firms also 
shift from socially embedded ties to more instrumental business ties. 
Entrepreneurs’ personal social networks in general tend to comprise families, kin, 
friends and other affiliations through various social interactions (Dubini and Aldrich, 1991). 
Apart from family members, individuals are also more likely to affiliate themselves, and 
share similar values, with people from similar socio-economic backgrounds (Aldrich, 1999; 
Schneider, Smith, Taylor and Fleenor, 1998).  A preference for background similarity by en-
trepreneurs for hiring their core team members during the startup phase, as elaborated in hy-
pothesis 2 may therefore be achieved through hiring from the personal social networks of the 
entrepreneurs.  
To tap more diverse talents during the growth phase, however, entrepreneurs may 
need to reach beyond their own social circles (Aldrich, 1999) and to seek people who are 
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more dissimilar to themselves.  Business networks established during the process of building 
up the firm, be that with suppliers, customers or service providers, form a rich pool for entre-
preneurial firms to search for people with diverse backgrounds and perspectives.  Profes-
sional managers from larger corporations, for example, may possess very different back-
grounds and perspectives from entrepreneurs (Busenitz and Barney, 1997), and such people 
can become the source of diversity for entrepreneurial firms at the growth phase. Hence I 
propose:  
Hypothesis 5.  The network ties utilized in acquiring core team members evolve from 
personal social ties during the startup phase to business network ties during the 
growth phase of the firm.  
2.4.3 The Persistence of Strong Ties 
 
In building up hypothesis 3 I argue that entrepreneurs emphasize on value and goal 
congruence in selecting their core team members, though the focus may shift from shared 
personal aspirations in the startup phase to shared business visions during the growth phase of 
the firm.  To identify people who share similar values requires a prolonged period of repeated 
interactions between the parties concerned (Jones and George, 1998). The key elements dur-
ing the process are the exchanges of knowledge and information.  Values are manifested 
through strings of consistent attitudes and behaviors over time, and the information used in 
the judgment is tacit rather than explicit. Uzzi (1996) suggested that embedded ties are more 
effective in transferring fine-grained information, which is often proprietary and tacit. Putting 
that in the context of hiring core team members, we therefore expect a preference for direct, 
strong ties to persist through the startup phase to the growth phase of entrepreneurial firms.   
Relying on strong ties does not necessarily limit the diversity of information and 
competencies entrepreneurial firms need especially for their growth phase.  Probably if we 
consider only personal networks, strong ties tend to breed homogeneity, since such ties tend 
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 to link people with similar background and perspectives together (Aldrich, 1999, p. 82).  A 
business owner’s strong ties, however, may consist of a majority of business associates (Al-
drich et al., 1996; c.f. Aldrich, 1999, p. 83).  Strong ties developed through business networks 
do not necessarily share similar socio-economic backgrounds.  During the course of building 
up their ventures, entrepreneurs are likely to come across business counterparts who are dif-
ferent from themselves. Professional managers from larger corporations, for example, are 
very different from entrepreneurs (Busenitz and Barney, 1997). They come into contact with 
entrepreneurial firms mainly through business relationships as customers, suppliers, and re-
source or service providers. Entrepreneurs may form strong ties with some of these business 
associates through repeated interactions over a prolonged period of time. These business as-
sociates may also come to understand and share the firms’ business visions.  Having them on 
board will provide the diversity of perspectives and competencies entrepreneurial firms need 
for facilitating growth.  The networks of such people will in turn bring in diverse information 
which is not obtainable through the entrepreneurs’ personal networks, performing the struc-
tural-hole function for entrepreneurial firms (Bian, 1997; Burt, 1992). I therefore propose: 
Hypothesis 6.  The network ties utilized in recruiting core team members are likely to 
be strong ties at both the startup phase and the growth phase of the firm. 
 
2.5 Methods 
2.5.1 Samples and Data Collection 
 
Since this is an exploratory study on why and how entrepreneurial firms may come to 
adopt different types of networks in acquiring their human resources, a case- study approach 
was used (Yin, 1984).  A multiple-case study approach and a “theory-based” sampling design 
(Chandler and Hanks, 1998; Yin, 1984) were adopted to allow replication within the same 
group and comparison across groups.  Data were collected from two cohorts of 10 entrepre-
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neurial firms each, through interviews with the owner-managers (one respondent per firm).  
The first cohort consisted of firms between two to three years old at the time of the interview. 
The second cohort consisted of firms with an average age of 16.7. With the first group I cap-
tured the recruitment of initial team members other than the founders. With the second group 
I had retrospective accounts of how they recruited their core team members during both the 
startup and the growth phases.  Data from the first group acted as a validity check on the ret-
rospective data collected from the second group on their recruitment practices during the 
startup phase, since entrepreneurs from older firms might be recollecting events that hap-
pened more than ten years ago.  The second group of firms, on the other hand, allowed me to 
collect data that captured the transition from the startup phase to the growth phase.  The sam-
ple firms came from a wide range of industries including manufacturers of food products, 
printed products, mechanical tooling, and electronic components; internet service providers, 
software developers, trading companies, and pet stores (services and products).  
A combination of open-ended and structured questions was used during the inter-
views.  The length of the interviews ranged from 45 minutes to 90 minutes. Before the ques-
tionnaires were administered, the concepts of core team members (for both cohorts) and the 
differentiation between the startup and the growth phases (for the second cohort only) were 
explained to the entrepreneurs.   
The open-ended questions aimed to capture the contingencies leading to the adapta-
tion of the recruitment practices through networks, and the structured questions helped trace 
the channels the owner-manager used to recruit their core team members, and the characteris-
tics of the ties used.  A total of 71 hires were captured from the two cohorts of firms, 33 from 
the startup phase and 38 from the growth phase. 
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 2.5.2 Measures of Key Concepts and Data Analysis 
 
This study adopted the strategy of building pre-defined constructs and hypotheses 
based on existing literature, as recommended by Yin and Eisenhardt (Yin, 1984, pg. 100-101; 
Eisenhardt, 1989a, pg. 536).  Such an approach provides a well-defined focus when we go 
into organizations, facilitating the collection of specific kind of data systematically.  The con-
structs and hypotheses also serve as guides for data analysis along clearly defined theoretical 
ground.   
In line with the definitions for core concepts used in this paper, various contingencies 
affecting the choice of recruitment practices were categorized through thematic coding of the 
transcripts for testing hypotheses one to three.  Liabilities of newness and smallness was 
coded when entrepreneurs referred to uncertainty (or risky, unpredictable environment), the 
lack of organizational legitimacy (e.g., reputation, recognition, and track record), and the lack 
of financial, organizational and material resources.  Similarity in background or functional 
diversity were coded with reference to the demographics of the recruits, and shared personal 
aspirations or shared business vision were coded when entrepreneurs referred to dreams and 
passions or shared view points on business and identification with firm’s goals as reasons for 
choosing a certain member. 
For data analysis relating to hypotheses one to three, I took the steps recommended by 
Yin (1984) and Eisenhardt (1989) to conduct both within-case analysis and cross-case pattern 
searching.  The transcript from each single firm was analyzed, noting all the contingencies 
related to the use of different recruitment channels, and then sorted by the pre-defined 
themes.  Repeat occurrences of any emergent themes, as in the case of trust and attitude, are 
also noted and categorized.  Coupled with within-case analysis we searched for repeated pat-
terns among the same group of firms, and for similarities and/or differences across groups 
(startup firms versus growth firms) based on the dimensions we established from existing lit-
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erature.  Themes are considered established only if there are multiple occurrences within and 
across cases, reducing to a certain extent the danger of reaching false conclusions based on 
isolated evidence and information process biases (Eisenhardt, 1989, pg. 540).  Quotations that 
were representative of the generated themes were then selected to “add voice” to our text 
(Wolcott, 1990), as reported in the findings.  The matching of proposed themes at the specific 
developmental phase (startup or growth) is the basis for supporting the hypotheses. 
For coding, data analysis and testing of hypotheses four to six, I relied mainly on nu-
merical tabulation based on pre-defined variables and measures to capture patterns and rela-
tionships between variables, combining qualitative coding and quantitative analyses (Betten-
hausen and Murnighan, 1985).  Hires in the startup phase and hires in the growth phase were 
grouped into two separate groups.  Recruitment channels were coded into 4 categories, re-
cruitment through social ties, recruitment through business ties, internal promotion, and re-
cruitment from the open market with reference to the following definitions:  Recruitment 
through social ties was coded when the recruit was (or was introduced by) a family member 
or a friend; school mates or other acquaintances from social activities. Recruitment through 
business ties was coded when the recruit was (or was introduced by) a business associate 
(such as suppliers, customers, other service providers of the firm, or a prior colleague).  In-
ternal promotion was coded when the position was filled by an existing employee.  Recruit-
ment from the open market was coded when the person was a stranger recruited through job 
advertisement, employment agency, etc.).  Three commonly used measures for tie strength 
are:  duration of the relationship, intimacy of the relationship, and frequency of interaction 
(Brass, 1995; Burt and Knez, 1995).  In this paper, the strength of ties was coded into di-
chotomies of strong (coded as 1) and weak ties (coded as 0) utilizing two of the three meas-
ures developed by Burt and Knez (1995). The two items capturing the duration of the rela-
tionship (How many years have you known each other before the recruitment?) and intimacy 
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 level of the relationship (To what extent do you agree that you kept a close relationship with 
each other prior to the recruitment?) were used as guidelines to code tie strength.  The third 
item concerning meeting frequency was dropped due to the high possibility of recall error for 
such a detail.  Prior studies have revealed a high correlation between frequency and closeness 
(Hansen, 1999), hence I do not expect the omission to affect the assessment of tie strength.  
Following Granovetter’s (1973) definition, indirect ties were classified as weak ties.   
Multiple chi-square tests were used to test hypotheses four to six.  The first chi-square 
test differentiated network recruitment and other recruitment channels. The second differenti-
ated the types of networks used among the positions recruited through networks, and the third 
tested the strength of ties used in the two groups of positions hired during the startup and the 
growth phase. 
 
2.6 Findings and Interpretations 
 
As predicted in hypothesis 1, the “liability of newness and smallness” was mentioned as a 
key constraint in attracting people by entrepreneurs from both groups: 
Most of the good technical resources (talents) who are home grown in Singapore don’t 
really want to work for small companies like ours (young and small with high risk of fail-
ure).  They prefer MNCs or large local companies (G1-200602)1. 
 
In competing with more established employers for talents, we sometimes can’t afford to 
match their salaries (G2-050602). 
 
The point is that you also have to build your company to a certain size to be able to at-
tract people to join you.  When the company is very small, people look at the company, 
they don’t see a career path.  They will never come.  But when your company starts to 
grow, and you’ve got a good vision, they get to know you, then they will say “hey this 
company will grow, and I want to be part of this growth” (G2-250703). 
 
                                                 
1 The reference code for the quotations are created as follows:  G1 or G2 represent the two cohorts of firms at 
the startup and the growth phase, followed by the interview date 
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Hypotheses 2 and 3 were closely related and were often mentioned together during my 
conversations with the entrepreneurs.  Consistent with my predictions, firms at the startup 
phase emphasized similarity in background for team members, rather than functional qualifi-
cations. This was closely linked to a preference for people who had shared personal aspira-
tions and values with the entrepreneurs: 
Either they are friends that I know for many years or a friend’s friend who know one an-
other for many years.  So there is certain bondage, and confidence in one another (G1-
090902) 
 
… even if the person has a very good qualification or lots of experience, it doesn’t mean 
that the person can work with me. I think the chemistry is very important, whether they 
can work with me, whether they can work with their colleagues, whether they find that the 
office is right for them, I think that is very important. I choose my partners from previous 
colleagues. They know me very well – my management skill and my background. Me too. 
We need a cohesive team to work together and overcome the difficulties together, not 
blame each other (G2-140703) 
 
Of course they don’t know the technology in detail so I have to train them up. That’s why 
I put them at the middle (level). … So last 3 years we trained them up, they are the best 
persons. … (In contrast) those guys who are looking at the money, although they have a 
strong technology background are not welcomed. Because those startup (members) have 
to suffer together in the process of the company growth (G2-120602) 
 
At the growth phase, however, entrepreneurs tended to make their recruitment choices 
based more on complementary competencies than on a common background: 
We have to ask ourselves why this person will benefit the organization. ... So it’s not just 
because he’s a friend or that we have known each other for 10 years. No, it’s more than 
that. It’s more because we knew him or her, we knew that he has the particular knowl-
edge or function that we want him or her to fill. That’s why we offered to do this job to-
gether (G2-310502) 
 
I needed him because he was from a multinational company….  As a company moving 
into the international market, we needed someone with multinational experience to help 
us manage the firm.  Without that we could not go to another level.  I had only worked as 
an employee for seven months.  It was quite difficult for me to spearhead the company’s 
internationalization (G2-140703) 
 
He had over twenty years with an American MNC.  I take him in because he has certain 
ideas, and certain expertise that I think he can share with us what he had learned from 
the MNC.  One of the weaknesses of smaller company is that we do not have proper pro-
cedures and systems. This director has some ideas how we can go about to do that.  I feel 
that it is the right time to bring in some people who give you some new ideas to organize 
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 the company, experienced people rather than young people.  He was being laid off, and I 
brought him in to give the company some new ideas. (G2-210307) 
 
Competency match only is not sufficient.  The core people who joined the firm during the 
growth phase also needed to identify with the company’s vision.  Professional managers 
joined the firm because they could see where the company was going, not just because they 
believed in the entrepreneur: 
These people have worked with me before.  They have a feel of what the company is like.  
They know the direction of the company.  They know the vision.  And I believe because of 
all these they stay very motivated.  And they are confident in how things will be done (G2-
250703) 
 
Before they join your company, they already obtained an understanding of your product, 
not just based on knowing me.  They do not join the company because they have faith on 
me.  They know my character, they also know the recognition of the company and its 
products in the market, then they join (G2-140703). 
 
Of the 33 positions hired by the new ventures during their startup phase, 13 were from di-
rect social ties, 16 were from direct business ties, and 4 were from open market.  Of the 38 
positions hired during the growth phase, 1 was from social ties, 24 were from business ties, 7 
were from internal promotion, and 6 were from open market.  To examine the dominance of 
network recruitment among all the hires (hypothesis 4), I coded all the positions hired 
through both social and business ties as 1, and those hired from the market, or promoted from 
within, as 0.  The results of the multi-dimensional chi-square test (Table 2.1) conducted on 
the two groups of positions with regard to their recruitment channels provide evidence in 
support of my hypothesis 4.  Of the total number of hires in both the startup and the growth 
phases, 76.1% were through networks.  While there was a significant difference between the 
two groups of positions hired in the different phases (χ2 = 4.732, p = 0.015), in both phases 
network recruitment was still the predominant trend (87.9% during the startup phase, and 
65.8% during the growth phase). The reliance on networks, however, decreased in the growth 
phase relative to the startup phase.   
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Table 2.1  Growth phases and recruitment channels by position
   Total
other recruitment channels recruitment through networks
growth phases start-up phase Count 4.00 29.00 33.00
Expected Count 7.90 25.10 33.00
% within growth phases 12.12 87.88 100.00
% within recruitment channels 23.53 53.70 46.48
% of Total 5.63 40.85 46.48
growth phase Count 13.00 25.00 38.00
Expected Count 9.10 28.90 38.00
% within growth phases 34.21 65.79 100.00
% within recruitment channels 76.47 46.30 53.52
% of Total 18.31 35.21 53.52
Total Count 17.00 54.00 71.00
Expected Count 17.00 54.00 71.00
% within growth phases 23.94 76.06 100.00
% within recruitment channels 100.00 100.00 100.00
% of Total 23.94 76.06 100.00
N = 71, χ2 = 4.73, df = 1, p = 0.015
recruitment channels
 
The results of the multi-dimensional chi-square test (Table 2.2) conducted on the posi-
tions hired through networks during the startup and the growth phase revealed that while 
there was a distinctive difference in the patterns of network ties used in hiring during the two 
phases (χ2 = 11.653, p < 0.001), there was not a clear trend that social networks were the pre-
ferred channels of recruitment during the startup phase.  Rather, in absolute numbers, busi-
ness ties seemed to be more frequently used than social ties (16 versus 13).  A separate chi-
square test on the positions recruited through networks during the startup phase, however, 
showed no distinctive preference between social and business networks (χ2 = 0.310, p = 
0.577).  A validity check on positions hired during the startup phase in the first (2-3 years old 
firms) and second cohort of firms (average 16.7 years old) showed no significant difference 
in recruitment channels used between the two groups of firms (χ2 = 0.214, p = 0.643).   
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 Table 2.2.  Growth phases and types of networks used in hiring
   Total
social networks business networks
growth phases start-up phase Count 13.00 16.00 29.00
Expected Count 7.52 21.48 29.00
% within growth phases 44.83 55.17 100.00
% within types of networks 92.86 40.00 53.70
% of Total 24.07 29.63 53.70
growth phase Count 1.00 24.00 25.00
Expected Count 6.48 18.52 25.00
% within growth phases 4.00 96.00 100.00
% within types of networks 7.14 60.00 46.30
% of Total 1.85 44.44 46.30
Total Count 14.00 40.00 54.00
Expected Count 14.00 40.00 54.00
% within growth phases 25.93 74.07 100.00
% within types of networks 100.00 100.00 100.00
% of Total 25.93 74.07 100.00
N = 54, χ2 = 11.653, df = 1, p < 0.001
types of networks
  
The mixed network pattern used during the startup phase may be interpreted from the an-
gles of availability and preference.  In many cases, family members or friends might not be 
available, or were unwilling to take up positions in the startups (Aldrich and Langton, 1997).  
They might be holding positions with more established firms and were reluctant to take the 
move: 
When my account manager resigned, I asked if she (my niece) can do the account.  She 
worked for HL (an established financial company).  She said HL is better….  I even 
talked to my classmates, university classmates …at least 4 or 5 of them “please come 
and join me, I need someone to help”.  He came (a university classmate), he came alone 
(G-120602) 
 
In such cases, entrepreneurs may have no choice but to utilize whatever other channels 
available to them, in line with the “improvisation” and “effectuation” theory of the entrepre-
neurial process (Baker and Aldrich, 2000; Sarasvathy, 2001).  Some entrepreneurs, on the 
other hand, might not prefer to hire from their social circle when they had a choice: 
I do not believe in running the business with family members. I believe in getting outsid-
ers (G2-250503) 
 
I seldom take friends’ recommendations.  I try to avoid (that because) there will be a lot 
of power and politics problems.  If you want to fire him, (someone hired) based on a 
friend’s recommendation, (it) can be a lot of problems.  No family members.  Also, 
staff’s family members cannot be here (G2-140703) 
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It is difficult to do business with family members; emotions tend to get in the way.  A lot 
of people run the company with family management.  It does not work. Having close 
friends working with you is the same thing.  Better remain as good friends (than mixing 
friendship and business together).  (G2-250703) 
 
During the growth phase, the network utilization pattern was much clearer.  Of the 25 
hired through networks, 24 (96%) were from business networks. The evidence hence pro-
vides partial support for hypothesis 5. 
The multi-dimensional chi-square test on positions recruited through networks and the 
relative tie strengths (Table 2.3) showed no significant difference between the startup and the 
growth phase (χ2 = 0.207, p = 0.325).  There seemed to be a tendency towards strong ties for 
both phase (62.1% of the hires during the startup phase, and 68% of the hires during the 
growth phase were strong ties).  A separate chi-square test on hires through strong ties 
showed no significant difference between the two phases (χ2 = 0.029, p = 0.866). Hence the 
evidence supports hypothesis 6 suggesting the persistence of strong ties in core team hires 
throughout the startup and the growth phases. 
Table 2.3  Growth phases and strength of network ties used in hiring
   Total
weak strong
growth phases start-up phase Count 11.00 18.00 29.00
Expected Count 10.20 18.80 29.00
% within growth phases 37.93 62.07 100.00
% within Tie strength 57.89 51.43 53.70
% of Total 20.37 33.33 53.70
growth phase Count 8.00 17.00 25.00
Expected Count 8.80 16.20 25.00
% within growth phases 32.00 68.00 100.00
% within Tie strength 42.11 48.57 46.30
% of Total 14.81 31.48 46.30
Total Count 19.00 35.00 54.00
Expected Count 19.00 35.00 54.00
% within growth phases 35.19 64.81 100.00
% within Tie strength 100.00 100.00 100.00
% of Total 35.19 64.81 100.00
N = 54, χ2 = 0.207, df = 1, p = 0.325
Tie strength
 
On top of the themes of shared personal values or business vision, additional themes cap-
tured from our dialogues with the entrepreneurs provided further explanation as to why 
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 strong ties were generally preferred.  One emerging theme was the issue of trust.  From firms 
at the startup phase we hear repeated references to the importance of trust: 
For those people we know, we know what we can expect and what they can deliver (G1-
080402) 
 
I think that (trust) is the most important….  You must at least get people who are compe-
tent.  But he may not be aligned with you.  He may not have the commitment and ask why 
he must work so hard (G1-110902) 
 
From firms at the growth phase, emphasis on trust is also apparent: 
So there is trust, you can trust him.  We knew each other (through working as counter 
parts for ten years).  (There was) no need to go through the process of building up 
trust….  Trusting the person means trusting him to manage for the company… (If) you 
believe the person has the sense of responsibility to do the job well, has the ability, then 
you give him the job (G2-140703) 
 
When I talk to people in the interview, I must feel that I am confident in the person, and 
can trust him.  I believe that if you cannot trust a person, do not hire him (G2-210703) 
 
Another emerging theme closely related to trust was the stress on attitude: 
In business I still think the attitude is more important than qualification (G1-110902) 
 
Experience is not important….  If the basic attitude of the person is right, can be trusted, 
keen to learn, he can overcome the handicaps (G2-210703) 
 
Judgment of both trustworthiness and attitude required fine-grained information transfer, 
which is best achieved through the utilization of strong ties (Krackhardt, 1992; Uzzi, 1996).  
Entrepreneurs who are looking for such qualities in their core team members will therefore 
lean towards using strong ties in recruitment. 
 
2.7 Discussion 
2.7.1 Implications of the Current Study 
 
Extant HRM literature approaches the issue of “fit” either from a macro perspective 
of strategy-HR-practice fit, or a micro perspective of person-organization fit.  Holistic deci-
sions on personnel selection, however, should take into simultaneous considerations of both 
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levels of fit (Schneider, Smith and Sipe, 2000).  Furthermore, the unique organizational con-
text of young and small entrepreneurial firms needs to be in the equation if we were to under-
stand the HR practices adopted by those firms.  In this study I explored multiple “fit” consid-
erations linking network recruitment practices, and their evolution over the startup and 
growth phases of entrepreneurial firms, to the various contingencies relating to organizational 
constraints, strategic needs and interpersonal dynamics.  My effort represents an initial at-
tempt to adapt a “system approach” of contingency theory (Miller, 1981; Van de Ven and 
Drazin, 1985) to understand the underlying dynamics of HR practices, and to address the 
need to integrate macro and micro theories in human resource management studies 
(Kozlowski and Klein, 2000; Schneider et al., 2000).    
Mainstream HRM literature suggests that organizations should choose between “buy” 
(market system) or “make” (internal system) for acquiring their human resources, contingent 
on the type of business strategies adopted (e.g., Delery and Doty, 1996; Miles and Snow, 
1984). My study suggests that due to their specific organizational context, the strategic 
choices entrepreneurial firms need to make with regard to their recruitment practices may re-
late to the channels they can utilize to acquire the specific types of talent they need at differ-
ent developmental phases of the firm. It appears that entrepreneurial firms are more likely to 
“buy” than to “make” their core team members. In particular, they “buy” from social and 
business networks during the startup phase and “buy” almost exclusively from business net-
works during the growth phase. The revelation of unique contingencies and preferences lead-
ing to unconventional recruitment practices in growing entrepreneurial firms highlights the 
need for more research on human resource practices in the specific context of those firms. 
The examination of the recruitment practices through networks, and how they change 
over time, enhances the understanding of network effects in the entrepreneurial process, spe-
cifically in the acquisition of human resources.  Theoretical and empirical studies on the utili-
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 zation of networks in resource acquisition by entrepreneurial firms seem to suggest that 
strong ties contribute more to firm survival (strategic focus of firms at startup phase) and 
weak ties are more important in facilitating growth (Bruderl and Preisendorfer, 1998; Hite 
and Hesterly, 2001; Stearns, 1996). While such studies have solid theoretical grounding in the 
strength of weak ties theory (Granovetter, 1973) and structure-holes theory (Burt, 1992), 
findings from this study suggest that the use of strong ties in acquiring core team members 
persists throughout the startup and the growth phases of the firm.  Such findings add insights 
to the debate on the effects of strong/weak ties by showing that, instead of switching from 
strong ties to weak ties to achieve diversity in perspectives and competencies, entrepreneurial 
firms shift from utilizing personal social networks to reliance on business networks in hiring 
new team members.  This is consistent with the concept of stability versus change when 
studying network effects and organizational transition (Burkhardt and Brass, 1990).  While 
shifting their network pool in search of team members with diverse competencies, entrepre-
neurs cling onto strong ties to find those who are quite different from themselves in expo-
sures and skills, and yet still share certain common ground and values.  Future research on 
network effects may benefit from emulating this approach in simultaneously considering 
network affiliation and tie strength, to arrive at a more comprehensive understanding of the 
intertwining dynamics. 
Prior studies of network effects on hiring have revealed the positive influence of per-
sonal networks in the success rate of job seekers in landing the job (Granovetter, 1974), and 
in helping employers in prescreening candidates and arriving at better choices (Fernandez and 
Weinberg, 1997).  The current study takes similar perspective to Fernandez and Weinberg’s, 
and focus on the network effects in helping entrepreneurial firms in reaching out and select-
ing core team members with better “fit”.  Network ties provide employers with information 
on a candidate’s skills or attributes that are difficult to observe before someone actually starts 
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working for the organization.  Network ties also can transmit information to the applicant 
about the job that may not otherwise be available (Fernandez and Weinberg, 1997, pg. 899).  
I brought such arguments one step forward in connecting them with the new venture context 
– such prior knowledge can alleviate to a certain extent the liability of newness and smallness 
of new venture in attracting talent on the one hand, and allow entrepreneurs to have better 
assessment of strategic and personal fit on the other. 
On the practical front, this study broadens the understanding of recruitment practices 
of entrepreneurial firms.  The limited literature on the topic thus far focuses more on what the 
practices are, rather than on why such practices are employed.  By taking a “system ap-
proach” in examining how network recruitment practices of entrepreneurial firms emerge and 
evolve, this study highlights the importance of strategic alignments among multiple contexts 
and practices.  Such an understanding is of reference value for strategic decisions of entre-
preneurial firms on human resource acquisition.  Decision makers need to be conscious of the 
multiple fit dynamics in considering what type of people they need and how they are going to 
get them.  There may be certain implications for job seekers as well.  While Granovetter’s 
study (1974) suggests that weak ties lead to better job prospects for managers, professionals 
and technical positions, our findings proposes that to become a core member in an entrepre-
neurial firm, more direct relationships (preferably in a business context) may have to be es-
tablished before one will be considered for the job. 
  
2.7.2 Limitations and Future Research 
 
Given that this is an exploratory study done on a small sample of entrepreneurial firms, 
we need to be cautious in generalizing the findings.  While the main purpose of this study is 
to build new theoretical perspectives, further studies with more robust research designs are 
needed to validate my hypotheses.  While I use the “system approach” of contingency theory 
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 as the theoretical backbone in this paper, the interconnectedness of the multiple dimensions in 
“fit” consideration are established only through conceptual arguments with the backing of 
qualitative data.  Statistical analyses demonstrating the interaction effects of the multiple di-
mensions on the use of networks as recruitment channels are needed to establish firmer sup-
port for our hypotheses. 
The retrospective longitudinal approach employed in this study also has its limitations. 
Entrepreneurs may have cognitive and perceptual limitations that reduce the validity and reli-
ability of their retrospective accounts (Chandler and Lyon, 2001).  I have taken measures to 
improve validity by comparing the retrospective data from firms at the growth phase with 
those collected from a separate cohort of startup firms (pg. 38 above reported the chi-squire 
test results).  Nevertheless, longitudinal panel studies should be conducted in the future to 
validate my findings. 
Collecting multi-dimensional data from a single informant also has its inherent weak-
nesses, though there is little dispute that owner-managers are the most appropriate people to 
provide us with data on the firm and the team. Given time and accessibility, collecting a sepa-
rate set of data from team members of the respective firms can certainly further enhance our 
understanding of the fit dynamics, and increase the validity of the findings. 
There are two general types of network studies highlighted by Brass (1995), the ego-
centric network approach focuses on the networks of a focal individual, and the whole net-
work approach captures the comprehensive structure linking all members together. In this 
study I focus on the egocentric networks of the entrepreneurs.  To generate a more compre-
hensive understanding of the network effect on core member recruitment and selection in en-
trepreneurial firms, capturing the dynamics of the whole network structure among core team 
members of the firm should be an important agenda for future studies.   
 
42 
Chapter 3:  
 





Research based on the upper echelons (UE) theory has provided abundant evidence 
that top management team (TMT) characteristics such as demographic composition, team 
cognition and team tenure have important effects on strategic and financial outcomes in es-
tablished, as well as in emerging firms (see reviews, Carpenter, Geletkanycz and Sanders, 
2004; Finkelstein and Hambrick, 1996; and also Boeker and Wiltbank, 2005; Eisenhardt and 
Schoonhaven, 1990, on entrepreneurial teams).  Given the importance of team characteristics 
to organizational outcomes, understanding the antecedents shaping such characteristics is an 
important research agenda (Boone, Olffen, Witteloostuijn and Brabander, 2004; Keck and 
Tushman, 1993; Pettigrew, 1992).  There are, however, relatively few empirical studies fo-
cusing on factors shaping the team (Boone, Olffen, Witteloostuijn and Brabander, 2004; Car-
penter et al., 2004), and particularly so in the case of new venture teams (Boeker and Wilt-
bank, 2005; Ruef, Aldrich and Cater, 2003). 
In the context of relatively young, small, and growth oriented ventures, an under-
standing of the internal and external contexts influencing team formation and team composi-
tion is very important, since the initial characteristics of the team not only significantly influ-
ence new venture survival and growth (Eisenhardt and Schoonhaven, 1990), but also imprint 
on the initial design of important organizational features, and their subsequent evolution 
(Boeker, 1997b; Beckman and Burton, 2005).  Extant literature explains new venture team 
formation and composition from three main perspectives:  Similarity-attraction (Ruef, et al., 
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 2003), strategic choice (Boeker and Wiltbank, 2005) and network effects (Leung, Zhang, 
Wong and Foo, 2006).  This paper introduces ownership imprinting as an overarching 
framework in explaining how those effects may vary due to different ownership structure at 
founding.  The framework examines how founding ownership structure (with the presence or 
absence of institutional investors) influences decision criteria on team member selection 
based on similarity-attraction or strategic choice, and the preference of the type of network 
ties team members were hired from.  If founding entrepreneurs make the decision in the ab-
sence of institutional investors’ influence, they are more likely to choose team members from 
their direct ties, and based on the similarity-attraction principle.  The presence of institutional 
ownership at founding tilts the decision criteria towards strategic choice based on functional 
competency, and institutional investors may utilize their networks to scout team members for 
the firm, resulting in more indirect-tie hires.  My hypotheses are grounded in the imprinting 
arguments that conditions at the time of an organization‘s founding strongly define the char-
acteristics of the initial form of organization, and such characteristics are preserved beyond 
organizational infancy by “traditionalizing forces”, resulting in structural inertia (Stinch-
combe, 1965; Hennan and Freeman, 1984).  Figure 3.1 summaries the core conceptual model 
of this paper.   
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Figure 3.1  Ownership Imprinting on New Venture Core Teams










Although a substantial amount of research has been done over the years in support of 
the imprinting effects of founding conditions relating to both environmental and organiza-
tional contexts (some examples are: Baron, Hannan and Burton, 1999; Boeker, 1989; Kim-
berly, 1975; Swaminathan, 1996; Tucker, Singh, and Meinhard, 1990), to our best knowl-
edge, no study has thus far empirically examined the effects of founding ownership structure 
on team formation and team composition during the startup and early growth phases of a new 
venture.  Hence the current study not only adds to the limited literature in answering the im-
portant question of how new venture teams become what they are, it also represents a pioneer 
attempt to link two of the most important elements in venture creation, ownership structure 
and core team, through the theoretical lens of imprinting. 
In the following sections, I will first review current literature on new venture team 
formation and composition, before proceeding to build specific hypotheses around the effects 
of founding ownership structure on the hiring channels and functional diversity of new ven-
ture teams in both the startup and the growth phases.     
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 3.2 Current Literature on New Venture Team Formation and Composi-
tion 
 
While “ownership imprinting” is the overarching theoretical perspective in this paper, 
the specific arguments behind the hypotheses extend rather than compete with other perspec-
tives in extant literature on new venture team formation and team composition.  Hence a brief 
review of those various perspectives on how new venture teams become what they are is war-
ranted before I go into the theoretical model and specific hypotheses of this paper. 
Similar to the upper echelon literature covering large and established firms, studies on 
new venture teams have focused mostly on the relationship between team characteristics and 
firm performance (for example, Eisenhardt and Schoonhaven, 1990; Ensley and Pearce, 
2001; Kor, 2003).  Relatively few studies have been done on how new venture teams become 
what they are.  Among the few empirical studies conducted on new venture team formation, 
Ruef and colleagues (2003) found homophily and strong ties as key determinants of who gets 
selected into the team.   Their findings suggest that entrepreneurs tend to be more concerned 
with trust and familiarity than with functional competency in the selection of their team 
members.  Such a tendency results in a preference for those with whom they already have 
strong interpersonal relationships, while avoiding strangers who could bring fresh perspec-
tives and ideas to the team.   
A contrast to homophile effects, other scholars have suggested strategic choice as an 
alternative mechanism which influences the selection of new venture team members (Forbes, 
et al., 2006).  New venture founders assemble their teams as a means of “filling the gaps” in 
their own competencies.  From a human capital perspective, Ucbasaran and colleagues 
(Ucbasaran, et al., 2003) suggest in their study of entrepreneurial founder teams that addi-
tional members are recruited mainly to enhance the competency pool of the firm.  A more 
diverse competency pool provides new ventures with better chances of survival and growth 
(Eisenhardt and Schoonhaven, 1990; Kor, 2003).  Conversely, Boeker and Wiltbank (2005) 
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suggest that high growth and diversification of new ventures may also create the strategic 
need for a more diverse core team. 
While acknowledging inter-personal attraction and strategic needs as important con-
siderations, Leung and colleagues (2006) highlight the use of networks in recruiting core 
team members by growing new ventures as an important means in overcoming the liability of 
newness and smallness faced by those ventures.  They found that entrepreneurs tend to recruit 
people they have worked with for a considerable time before, be they prior colleagues, cus-
tomers, suppliers or service providers, into their core teams.  Such people have built up strong 
interpersonal relationships and trust with the entrepreneurs while working with them as busi-
ness partners.  They tend to have a better buy-in to the future prospects of the new venture 
based on first-hand information obtained through direct interactions with the firm.  They are 
also more likely to bring functional diversity, fresh perspectives and ideas to the team than 
members recruited through the strong social ties of the entrepreneur, since they tend to be 
professional managers with very different backgrounds and exposure as compared to the en-
trepreneur. 
To sum it up, extant literature suggests similarity-attraction, strategic choice and net-
work effects as key factors shaping new venture core teams.  The hypotheses in this paper 
will incorporate those perspectives and link them to the ownership imprinting framework, as 
presented in the next section. 
3.3 Ownership Structure and New Venture Teams 
Ownership influences the amount of power individuals and groups have in an organi-
zation (Goodstein and Boeker, 1991), and decisions about top management are strongly in-
fluenced by those who control the firm (Finkelstein and Hambrick, 1996).  This is particu-
larly true in new ventures where ownership is mostly privately held and highly concentrated.  
In these firms owners usually play a more active role in managing the firm, hence exerting 
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 tighter and more proactive control over decisions related to top management staffing (Flam-
holtz, 1990).   
Extant literature classifies ownership in numerous ways, including institutional own-
ership versus executive ownership (Chaganti and Damanpour, 1991); and owner-managed 
versus externally controlled firms (Salancik, and Pfeffer, 1980; Boeker and Goodstein, 1993).  
The key differentiation lies in whether the firm is internally or externally controlled.  Apply-
ing this to the context of new ventures, the two major blocks of ownership influence are cen-
tered around the founder2 (together with equity holders within the founding team and private 
investors backing the founder) as the insider block, and institutional investors in the form of 
venture capital firms (VCs) and/or large corporations as the outsider block (Arthurs and 
Busenitz, 2003; Boeker and Wiltbank, 2005).  While similarity-attraction and trust (as ampli-
fied in the preference of strong ties) tend to be the key decision criteria for founders in deter-
mining who they would recruit into their team (Ruef, et al., 2003; Leung, et al., 2006), insti-
tutional investors may have more impersonal and instrumental views on selecting core team 
members that are based on functionality (Boeker and Wiltbank, 2005; Higashide and Birley, 
2002).  While we can generally assume that core team selection in firms with insider control 
is strongly influenced by preferences of the founder, research on VC involvement in new 
ventures suggest that institutional investors exert significant influence on shaping new ven-
ture teams, both before and after investing (Kaplan and Stromberg, 2001), regardless of how 
much equity they hold (Kaplan and Stromberg, 2004).   Hence in this paper, I differentiate 
new ventures by whether they have institutional investors or not at founding, to examine the 
effects of ownership structure on new venture teams. 
                                                 
2 Founder here refers to the lead entrepreneur, the person who come up with the vision and take the lead to 
gather resources for founding the new venture (Ensley, Carland and Carland, 2000) 
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3.3.1 Founding ownership structure and the use of networks in recruiting the startup team 
Regardless of their ownership structure, it is generally argued that new ventures suffer 
from the liabilities of newness and smallness in competing for talent in the open market 
(Cardon and Stevens, 2004; Williamson, 2000).  Such liabilities are manifested in the lack of 
financial and material resources (Hannan and Freeman, 1984), the lack of organizational le-
gitimacy (Williamson, 2000), and a high level of uncertainty (Gartner et al., 1992).   The lack 
of financial resources may hamper the ability of new ventures to offer attractive remuneration 
packages as compared to larger, and more established firms.  Resource constraints also cause 
them to shy away from investment intensive methods in recruitment (Barber, Messon, 
Robertson and Taylor, 1999). Unlike larger, well-known firms, new ventures often cannot 
rely on their name, their reputation in the industry, or their market share to attract talent (Al-
drich, 1999).  The HR function is usually underdeveloped in those firms, and owners or line 
management have to recruit necessary staff required, in addition to their other roles in the 
firm, and are therefore less likely to employ sophisticated recruitment and selection programs 
(Barber et al., 1999; Heneman and Berkley, 1999). The deviation from institutionalized re-
cruitment practices, together with the general absence of well-defined job descriptions for 
positions, reduce new ventures’ legitimacy as employers-of-choice (Williamson, 2000).  Fur-
thermore, from the perspective of potential recruits, investing their career in a relatively 
young and small firm can be a high-risk undertaking due to the relatively high mortality rate 
of firms at their early and adolescence stages (Bruderl and Schussler, 1990; Hannan and Free-
man, 1989).  
To overcome the aforementioned constraints, new ventures tend to rely on informal 
channels of recruitment through networks (Aldrich, 1999; Aldrich and Langton, 1997; Barber 
et al., 1999).  Network recruitment provides a “convenient and inexpensive” way of acquiring 
talents (Barber et al., 1999).  It may also help to address the issue of organizational legiti-
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 macy.  Through networks, potential hires can obtain private information on the firms (Shane 
and Cable, 2002) via prior personal experience (e.g. working with the firm in a sup-
plier/customer relationship), or from referral of a third party they trust, thus becoming more 
open to consider joining the firm.  Similarly, individuals with existing ties to entrepreneurs 
are more likely than strangers to join ventures operating in highly uncertain conditions (Hite 
and Hesterly, 2001; Uzzi, 1996).  Most importantly, in the absence of sophisticated selection 
processes, using networks in recruitment and selection will help achieve better “fit”, be it per-
sonality, ability or attitude (Brass, 1995).  We can therefore see the pragmatic as well as stra-
tegic rationales for new ventures to use networks in hiring their core team members. 
H1.  In regardless of ownership structure, new ventures tend to rely more on networks 
than the market to recruit core team members. 
 
 Even though new ventures in general may rely more on networks than the market (us-
ing advertisements or HR agencies) in recruiting their core team members, the types of ties 
used may be different depending on the ownership structure of the firm.  In the absence of 
institutional investors, entrepreneurs tend to start off their new ventures with resource support 
from their direct ties: family, friends and prior business associates (Hoang and Antoncic, 
2003).  Direct ties provide ready, low cost links to critical resources (Starr and Macmillan, 
1990).  Specifically for acquiring core team members, the use of direct ties may be a much 
more cost effective way in finding talent with the right fit than going through the sophisti-
cated executive search process, which can be costly in terms of both time and money (Bo-
wen, Ledford and Nathan, 1991).   
More importantly, founder-entrepreneurs tend to have very strong emotional attach-
ment to the venture they have created (Graebner and Eisenhardt, 2002).  The motivation for 
founding a new venture may not be based solely on economic concern, but self-actualization 
as well (Higashide and Birley, 2002).  The venture is synonymous to the “baby” of the found-
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ing-entrepreneur (Cardon, Zietsma, Saparito, Matherne and Davis, 2005).  Due to survival 
and growth needs, founders may recruit team members and relinquish to them certain author-
ity and decision-making power.  However, they are particularly concerned with the culture 
fit, personal fit and trustworthiness of the people they choose to entrust their “baby” to 
(Graebner and Eisenhardt, 2002; Leung, 2003).  Identifying people who share similar values 
and vision, at both business and personal levels, will involve exchanges of tacit knowledge 
and information, which can be transmitted only through direct interactions between parties 
concerned (Jones and George, 1998).  The judgment of trustworthiness also involves fine-
grained information transfer that is best conducted through embedded ties (Uzzi, 1996).  
Hence, in choosing their core team members during the startup phase, founders are likely to 
prefer those whom they know directly, and preferably, know well.  
The presence of institutional investors, on the other hand, brings in different clusters 
of networks, bridging the entrepreneurial network ties with an extended and more diverse 
pool of contacts.   Since VCs and corporate investors are generally much more established 
organizations relative to the new venture they invest in, their contacts may bridge new ven-
tures to a pool of professional managers who can potentially be tapped as the talent pool for 
facilitating firm growth (Boeker and Wiltbank, 2005; Freeman, 1999).  From an attraction 
standpoint, the presence of institutional investors in a new venture also signals the viability of 
the business, thus enabling the venture to attract more professional managers to join the team 
(Davila, et al., 2002; Florin, 2003). 
Referrals from institutional investors may also carry a signaling effect for governance.  
Institutional investors come in as outside investors to new ventures that show promise for 
success (Arthurs and Busenitz, 2003).  Though institutional investment in a new venture is 
usually made on the assumption that there is goal alignment between the founding-
entrepreneur and the investor(s), their different attachment (emotional versus instrumental) 
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 towards the venture may lead to differing priorities, such as firm independence versus share-
holder value maximization (Higashide and Birley, 2002).  Having someone known to the in-
stitutional investor in the core team of the new venture may help bridge the gap between in-
siders (the initial founding team) and outsiders (institutional investors), alleviating to a cer-
tain extent conflicts that may arise due to mutual distrust.  Since I am focusing on entrepre-
neur-centric network ties in this paper, any referrals from institutional investors are consid-
ered as indirect ties. 
H2.  Presence of institutional ownership at founding is a) positively related to the propor-
tion of indirect-tie hires b) negatively related to the proportion of direct-tie hires in the 
startup team 
 
3.3.2 Founding ownership structure and diversity of startup teams 
 
 Over and above their preferences for different recruitment channels, the different type 
of attachment founders and institutional investors have with a new venture may also result in 
varying core team composition.  In this paper I focus on team composition as reflected in 
team functional diversity.  Functional background diversity has been found to be a key de-
terminant on team decisions and outcomes (Carpenter and Fredrickson, 2001; Hambrick, Cho 
and Chan, 1996).  Functional background may influence executives’ perceptions and beliefs 
about the most important strategic issues facing the firm (Waller, Huber and Glick, 1995).  
Management team members sharing a particular functional background are thought to de-
velop common schemata or belief structure (Dearborn and Simon, 1958; Walsh, 1988), 
prompting them to diagnose organizational issues comparatively, with a preference for simi-
lar solutions.  This generally leads to more speedy and cohesive decision-making (Hambrick, 
et al., 1996).  Teams consisting of members with diverse functional backgrounds, on the other 
hand, are thought to be able to use their divergent knowledge and perspectives to go into is-
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sues more deeply and develop a more complete understanding of problems, and hence arrive 
at more comprehensive decisions (Foo, Wong and Ong, 2005; Pelled, Eisenhardt and Xin, 
1999; Simon, Pelled and Smith, 1999).   
Founders and managers tend to recruit people similar to them, and organizations tend 
to attract people who believe that the organizations’ members are similar to themselves (Al-
drich, 1999, Schneider, 1987).  In the context of new venture core teams, if the founder-
entrepreneur is the sole key decision maker on who to hire into the core team, we can expect 
relatively strong homophile/similarity-attraction effects.  During the early stages in building 
up the new venture, founders and their team members are likely to be drawn to each other 
based on similar beliefs, interests, and personal chemistry (Bird, 1988).  Furthermore, the re-
liance on direct ties limits entrepreneurs’ network range and reach, thus they are likely to get 
people concentrating on one or a few specific fields, based on the entrepreneur’s individual-
specific clusters of knowledge.   
Institutional investors’ attachment to new ventures, on the other hand, is mainly in-
strumental.  Their decision on investing in a new venture is based on the potential of high re-
turns in exchange for an acceptable level of risk (Dushnitsky and Lenox, 2006).  In most 
cases, institutional investors’ goals are to maximize expected shareholder wealth in the short-
est time possible, and reap the profit as returns on investment by exiting at the time of IPO or 
trade sale (Florin, 2005; Higashide and Birley, 2002).  To achieve those goals, new ventures 
need to gear up for exponential growth within a short time frame.  To manage such a growth 
pace, a core team faces a complex and non-routine decision environment.  Core teams with a 
wide set of knowledge, skills, and capability among team members are better equipped in 
meeting the competency needs for growth (Boeker and Wiltbank, 2005; Boone, et al., 2004), 
and in coping with the fast pace of change and high level of uncertainty associated with high 
growth (Eisenhardt, 1989b; Simon, et al., 1999).  Using their more extensive business ties, 
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 institutional investors can help new ventures to tap into a larger and more diverse talent pool.  
The presence of institutional investors in a new venture also signals the viability of the busi-
ness, thus enabling it to attract more professional managers with a diverse background to join 
the team (Davila, et al., 2003).  Hence, 
H3.  Presence of institutional investors at founding is positively related to functional di-
versity of the startup team 
 
3.3.3 Imprinting of founding ownership structure on growth teams 
 
In this paper I propose that the imprinting effects of founding ownership structure on 
core team composition at the growth phase can take place through one of the two paths, a di-
rect path, and an indirect path mediated by startup team composition, as illustrated by the 
conceptual model in Figure 1.  One way imprinting effects can take place is through institu-
tionalization of the preferences of decision makers at the early stage into organizational 
norms and practices over time (Hannan, Polos and Carroll, 2003).  In their study of a group of 
high-tech firms at Silicon Valley, Baron and colleagues (1999) found that the founder’s or-
ganizational design at the inception stage had a strong effect on the level of administrative 
intensity (ratio of managers/administrators to non-managerial and non-administrative staff) in 
a firm during their early growth phase, whether the founder was still running the firm or not.  
Hence a firm’s organizational core features and practices can be viewed as products of its his-
tory (Boeker, 1989; Lawrence, 1984).  Following the same line of argument, I postulate that 
the different preferences in recruitment channels and selection criteria for core team members 
associated with the presence or absence of institutional ownership at founding, as presented 
in arguments leading to hypotheses 2 and 3 in the previous section, will be reflected in core 
team composition at the growth phase as well.  The preference for indirect-tie hires and 
members with diverse backgrounds in firms with institutional investors’ presence at founding 
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can become the preferred practices at the growth phase, as reflected in the composition of the 
growth team.   
H4.  Presence of institutional ownership at founding is a) positively related to the propor-
tion of indirect-tie hires b) negatively related to the proportion of direct-tie hires in the 
growth team 
H5.  Presence of institutional investors at founding is positively related to functional di-
versity of the growth team 
 Founding ownership structure can also imprint on the growth team indirectly through 
the composition of the startup team, based on the structural inertia arguments (Hannan and 
Freeman, 1984).  Structural inertia arguments elaborate the imprinting mechanism such that 
once a core organizational element has been put in place, any changes in the future will be 
shaped and constrained by the initial form.  In his study on strategic change among a group of 
semiconductor producers at Silicon Valley, Boeker (1989) found that a firm’s current com-
petitive strategy is strongly associated with its founding strategy and the dominance of certain 
functional roles in the top management team,  More recently, Beckman and Burton (2005) 
found in their study of the founding and current top management teams of 157 Silicon Valley 
high-tech firms that prior experience and functional background of the current top manage-
ment team is positively associated with those of the founding team.   
Guided by these conceptual arguments and empirical evidence of structural imprinting, 
we can expect growth team composition in a new venture to bear strong resemblance to that 
of the startup team.  Such resemblance can be due either to stability of team membership, or 
through structural perpetuation of the early team, or both.  If there has been little change in 
team membership, the startup team and the growth team composition will have little differ-
ence.  Even if team membership does change, the profile of the new executive chosen to re-
place an old one is usually defined by a set of predefined role expectations, functional or oth-
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 erwise (Beckman and Burton, 2005).  Adding these arguments to the relationship between 
founding ownership structure and startup team composition I have proposed in hypotheses 2 
and 3 above, we can envision an indirect path of ownership imprinting on the growth team 
via the composition of the startup team.   
H6.  Startup team composition mediates the relationship between founding ownership 
structure and growth team on a) the proportion of indirect-tie and direct-tie hires; b) 
functional diversity of the team. 
 
3.4 Methods 
3.4.1 Sample and Data Collection 
 
The sample firms in this study consist of 53 Singaporean firms operating in the high-
tech sector, founded in the decade of 1994 to 2003.  Firms were identified and screened 
mainly from two data bases:  Singapore SME 500 and a list of 400 local companies funded 
by VCs in 2000 and 2001, extracted from the Singapore Venture Capitalists Association Di-
rectory.  After initial screening of firm age (target range from 3 to 10 years old), size (target 
employee size of 10 to 200), and chief executive’s name and contact through archival data 
and phone verifications, 270 firms were contacted by email, with follow-up phone calls.  65 
firms agreed to participate, representing a response rate of 24 percent.  Data collection was 
conducted through a face-to-face interview with the chief executive of the firm, and a short 
survey administered during the interview.  Out of those 65 firms, 53 firms provided the com-
plete data needed for this study, and the chief executive interviewed is the founder, or a 
member of the founding team.  Average age of the final set of firms is 6.26 years, with an av-
erage employee number of 44.   Core team size of those firms varies from 2 to 10, excluding 
the lead entrepreneur.  A total of 273 core team positions have been captured. 
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3.4.2 Measures of Key Variables and Data Analysis   
 
Ownership structure at founding – Based on the response to my question to entrepre-
neurs on their respective sources of financing when they started the firm, I categorized them 
into:  founder(s)/management team, other private investors (family, friends and other individ-
ual/angel investors), VC firms, other corporate investors.  The presence of either or both of 
the latter two categories at founding is coded 1, indicating the presence of institutional own-
ership (as defined by Chaganti and Damanpour, 1991).  Otherwise, it is coded as 0 (owner-
ship in the hands of founders and private investors).  A second coder was engaged to validate 
my coding and there was no disagreement on the coded results. 
Network recruitment versus market –  Network recruitment refers to all recruitment 
practices that go through informal channels to recruit people directly or indirectly known to 
the founder prior to being recruited (Leung, 2003).  Market recruitment refers to all imper-
sonal channels such as using newspaper advertisements, recruitment agencies, recruitment 
websites, etc.  Hypothesis 1 is tested at position level.  Based on information provided by the 
chief executive, if a position was hired from network ties, it is coded 1, if it was hired from 
market channels, it is coded 0.  
The team composition variables considered in this paper are the type of network ties 
used in recruiting team members, and team functional background diversity, for both the 
startup team and the growth team.  Following Baron and colleagues (1996)’s lead, we used 
the firm’s first two years of operation as the dividing line between startup and growth phase.  
Such a dividing line is also validated by entrepreneurs during our interviews:  the time they 
identified as the transition point from startup to growth phase generally falls between 18 to 24 
months after the establishment of the firm.   Members who were recruited within the firm’s 
first two years of operation are considered as startup team members, and members of the cur-
rent team are considered as the growth team members. 
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 Type of ties – Network ties are measured ego-centric around the lead entrepreneur 
(Aldrich and Reese, 1993; Hansen, 1995).  Direct ties refer to personal network ties the en-
trepreneur had a prior relationship with (Larson, 1992); indirect ties refer to relationships that 
entrepreneurs do not have a direct link with, but are connected by a common third party with 
whom both parties have direct ties (Burt, 1987).  Since all hypotheses are meant to test 
firm/team level variance with the exception of hypothesis 1, I converted the type of network 
ties related to individual positions into a team level variable by calculating the proportion of 
direct/indirect tie in a specific team, applying the same principle of the Herfindal-Hirschman 
Index for capturing market share (Hambrick, et al., 1996), using the formula NRCi = pi2.  
NRC stands for network recruitment channel, i represents the type of tie used in recruiting a 
specific position, and p is the ratio of members recruited through that channel within the 
team. 
Team functional diversity is measured with 8 categories, drawing reference from 
Hambrick and colleagues (Hambrick et al., 1996).  The diversity score is calculated with the 
Gibbs-Martin index (Blau and Schwartz, 1984), adopted by most diversity studies, 1 -  ∑ pi2 
whereby pi is equal to the proportion of team members in each functional category i.  The 
higher the score, the more diverse is the team.   
Control variables – Firm age, team size and founder experience are controlled for in 
testing our hypothesis.  Firm age is closely related to different developmental phases of the 
firm, which may have its effects on team recruiting and team characteristics (Leung, et al., 
2006).  Team size is the number of team members as defined by the top executive inter-
viewed (Smith, et al., 1994), which can be closely related to other team variables.  Founder 
experience represents the number of years of working experience the lead entrepreneur had 
before founding the firm.  The more experienced the founder, the wider the networks he or 
she may have, thus influencing the channels they can utilize to recruit core team members.  
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Founder experience also imprint on various organizational decisions, including decisions on 
the core team (Boeker, 1988; Boeker and Wiltbank, 2005). 
 
3.5 Analysis and Results 
3.5.1 Networks versus market recruitment 
 
For testing hypothesis 1, I did a direct frequency count for network recruitment versus 
market recruitment at individual position level, and a chi-square test to verify if the difference 
between the two groups are significant   Of the 273 positions captured, 208 positions were 
recruited from network ties, constituting more than two-third (76%, χ2 = 75, p ≤ .01) of the 
total positions hired during the startup and growth phases of the firm.  A cross-tabulation of 
founding ownership structure and network recruitment channel (Table 3.1) further confirms 
that there are no significant differences in the dominance of network recruitment between the 
groups of positions hired by firms with or without institutional investment at founding (N = 
273; χ2 = 1.76; p = .18).  Hence I found evidence supporting for my hypothesis 1. 
 
3.5.2 Ownership structure and new venture team composition 
Descriptive statistics 
 
Table 3.2 reports the means, standard deviation and correlations among the firm/team 







Table 3.1  Founding Ownership Structure and Recruitment Channels
   Total
Market Recruitment Network Recruitment
Ownership at Founding Insitutional investor absent Count 42.00 115.00 157.00
Expected Count 37.38 119.62 157.00
% within Ownership at Founding 26.75 73.25 100.00
% within Recruitment channels 64.62 55.29 57.51
% of Total 15.38 42.12 57.51
Institutional investors present Count 23.00 93.00 116.00
Expected Count 27.62 88.38 116.00
% within Ownership at Founding 19.83 80.17 100.00
% within Recruitment channels 35.38 44.71 42.49
% of Total 8.42 34.07 42.49
Total Count 65.00 208.00 273.00
Expected Count 65.00 208.00 273.00
% within Institutional Ownership at Founding 23.81 76.19 100.00
% within Recruitment channels 100.00 100.00 100.00
% of Total 23.81 76.19 100.00




Table 3.2  Correlations Matrix
Variables Mean Std. Deviation 1 2 3 4 5 6 7 8 9 10
1 Firm Age 6.26 2.42 1.00          
2 FounderExperience 10.76 6.08 -0.04 1.00         
3 TeamSizeStart 4.55 1.75 0.07 0.16 1.00        
4 TeamSizeGrowth 5.92 1.83 0.20 0.15 0.52*** 1.00       
5 InvestorPresence 0.34 0.48 0.20 0.04 0.26* 0.40* 1.00      
6 IndirectTieStart 0.10 0.24 0.11 -0.09 -0.20 -0.02 0.10 1.00     
7 DirectTieStart 0.61 0.40 -0.26* 0.10 -0.15 -0.15 -0.20 -0.53*** 1.00    
8 FunctionalDiversityStart 0.53 0.18 0.22 0.10 0.13 0.13 0.35*** 0.02 -0.05 1.00   
9 IndirectTieGrowth 0.05 0.11 0.00 -0.04 -0.06 0.05 0.27* 0.77*** -0.42*** -0.04 1.00  
10 DirectTieGrowth 0.49 0.31 -0.22 0.21 0.04 -0.23* -0.25* -0.36*** 0.71*** 0.03 -0.48*** 1.00
11 FunctionalDiversityGrowth 0.50 0.21 0.30** 0.06 0.23* 0.20 0.38*** 0.09 -0.19 0.56*** 0.08 -0.14
N = 53 * Correlation is significant at .10 level.   **Correlation is significant at .05 level.  ***Correlation is significant at .01 level.
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 Founding ownership structure and startup team composition 
Table 3.3 presents the results from the hierarchical regressions of the effects of found-ing 
ownership structure on startup team composition.  The presence or absence of institu-tional 
investors at founding does not bear any effect on the proportion of indirect- and direct-tie 
hires in the startup team; hence hypothesis 2 is not supported.  The presence of institutional 
ownership, however, has a significant positive effect on functional diversity of the startup 
team (ß = .34, p ≤ .05, R2 = .13), providing evidence supporting hypothesis 3.  
Table 3.3  Founding Ownership Structure and Startup Team Composition
Model  Prop. of Indirect-tie Hires Prop. of Direct-tie Hires Functional Diversity
1 (Constant)
FounderExperience -0.06 0.13 0.08
TeamSizeStart -0.19 -0.17 0.12
Control model R 2 0.04 0.04 0.02
2 (Constant)
FounderExperience -0.06 0.13 0.08
TeamSizeStart -0.23 -0.13 0.03
InvestorPresence 0.16 -0.17 0.34**
R 2 0.07 0.07 0.13**
R 2  Change 0.03 0.03 0.11**
N = 53 Reported values are standardized coefficients
* coefficient is significant at .10 level;    ** coefficient is significant at .05 level   
 *** coefficient is significant at .01 level
 
Founding ownership structure and growth team composition 
 Table 3.4 presents the hierarchical regressions results of the effects of founding own-
ership structure on growth team composition.  Founding ownership structure has a significant 
positive effect on the proportion of indirect-tie hires in the growth team (ß = .30, p ≤ .05, R2 = 
.08).  Its relationship with the proportion of direct-tie hires, though on the right direction 
(negatively related), is not statistically significant (ß = -.16, p > .10).  Hence hypothesis 4 is 
only partially supported.  It is worth noting that founder experience is positively related to the 
proportion of direct-tie hires in the growth team.  The relationship between founding owner-
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 ship structure and functional diversity of the growth team is positive and significant (ß = .32, 
p ≤ .05, R2 = .20), providing support for hypothesis 5. 
Table 3.4  Founding Ownership Structure and Growth Team Composition
Model  Prop. of Indirect-tie Hires Prop. of Direct-tie Hires Functional Diversity
1 (Constant)
FounderExperience -0.05 0.24* 0.05
TeamSizeGrowth 0.06 -0.23* 0.14
Control model R 2 0.01 0.14 0.11
2 Firm Age -0.01 -0.16 0.27*
(Constant)
FounderExperience -0.05 0.23* 0.05
TeamSizeGrowth -0.06 -0.17 0.02
Firm Age -0.05 -0.14 0.23*
InvestorPresence 0.30** -0.16 0.32**
R 2 0.08** 0.16* 0.2**
R 2  Change 0.07 0.02 0.09
N = 53 Reported values are standardized coefficients
* coefficient is significant at .10 level;    ** coefficient is significant at .05 level
*** coefficient is significant at .01 level
 
Mediating effects of startup team composition  
 
 Since founding ownership structure does not have significant effects on the proportion 
of indirect- and direct-tie hires in the startup team, hypothesis 6a is not supported.  As I 
found, on the other hand, a significant positive relationship between founding ownership 
structure and functional diversity of the startup team (hypothesis 3), I proceeded to test the 
mediating effect with functional diversity.  Table 3.5 presents the hierarchical regression re-
sults on the mediating effects of startup team functional diversity.  Since the correlations be-
tween startup team variables and growth team variables are quite high (.56 to .77, see Table 
3.2 above), I did the collinearity diagnosis while running the regression, and the VIF scores 
show no multicollinearity problem (all below 2, details see Table 3.5).  As reported above, 
the regression results on the direct relationship between founding ownership structure and 
functional background diversity of the growth team is positive and significant.  However, 
upon inserting startup team functional diversity as the intervening variable, the effects of 
founding ownership structure on functional diversity of the growth team become insignifi-
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cant, indicating a full mediation effect (ß = .46, p ≤ .01, R2 = .38).  Hence hypothesis 6b is 
supported.   
Table 3.5  Regression results on the mediating role of startup team composition
Model  Standardized Coefficients Collinearity Statistics
Beta Tolerance VIF
1 (Constant)
FounderExperience 0.05 0.97 1.03
TeamSizeGrowth 0.14 0.94 1.07
Firm Age 0.27* 0.96 1.05
Control model R 2 0.11  
2 (Constant)
FounderExperience 0.05 0.97 1.03
TeamSizeGrowth 0.02 0.80 1.24
Firm Age 0.23* 0.94 1.07
InvestorPresence 0.32** 0.82 1.22
R 2 0.2**  
R 2  Change 0.09  
3 (Constant)
FounderExperience 0.00 0.96 1.04
TeamSizeGrowth 0.04 0.80 1.25
Firm Age 0.15 0.91 1.10
InvestorPresence 0.17 0.74 1.35
FunctionalDiversityStart 0.46*** 0.84 1.19
R 2 0.38***  
R 2  Change 0.18  
 Dependent Variable: FunctionalDiversityGrowth
N = 53 Reported values are standardized coefficients
* coefficient is significant at .10 level;    ** coefficient is significant at .05 level    




This study sets out to examine whether ownership structure influences new venture 
core team composition with regard to how members are recruited and how diverse their func-
tional backgrounds are, using imprinting as the core theoretical lens.  My findings suggest 
that the imprint of founding ownership is evident in new venture team composition during the 
formative years of the firm:  the presence of institutional investors at founding is positively 
associated with functional diversity of the team at both the startup and growth phases, and 
also directly or indirectly affect how members of the growth team are recruited. 
63 
 3.6.1 Founding ownership structure and the use of networks in recruiting core team mem-
bers. 
 
Hypothesis 1, 2 and 4 in this study set out to test whether founding ownership struc-
ture makes a difference as reflected in how new venture core team members are recruited.  
Support was found for hypothesis 1, suggesting that regardless of whether there are institu-
tional investors at founding, new ventures rely predominantly on networks rather than formal 
market channels to recruit their startup team members.  This is in line with findings from 
prior studies that new ventures generally rely on their networks to acquire resources, to alle-
viate liability of newness and smallness (Dubini and Aldrich, 1991; Starr and Macmillan, 
1990).  The acquisition of human resources is no exception (Cardon and Stevens, 2004; 
Leung, et al., 2006).  Though the presence of institutional ownership at founding may lend 
legitimacy to a new venture to a certain extent, networks provide private information for both 
the recruiter and the recruit to assess mutual fit in the absence of track record and sophisti-
cated assessment processes (Leung, et al., 2006; Shane and Cable, 2002). 
While in general new ventures may be more inclined to use networks than market 
channels to recruit their core team members, I expected that firms with institutional owner-
ship at founding would tend to have more recruits through indirect ties and fewer recruits 
through direct ties, than in firms with no institutional ownership in both their startup team 
(hypothesis 2), and their growth team (hypothesis 4).  I found no support for hypothesis 2, but 
found partial support for hypothesis 4, in that new ventures with institutional ownership at 
founding do tend to have more growth team members recruited from indirect ties.  Some pos-
sible explanations for my findings are that at the startup phase, there might be a very limited 
pool of eligible people who would consider joining the firm.  Hence startup firms could 
hardly be picky about which network-tie a team member came from.  At the growth phase, 
however, there is more room for deliberate decisions based on decision makers’ preferences.  
Hence the imprint of founding ownership structure is more apparent on the growth team.  In 
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firms with institutional ownership at founding, institutional investors play an active role in 
introducing suitable candidates to the firm from their pool of networks, hence there are more 
indirect-tie hires in the growth team.  This is consistent with suggestions from extant litera-
ture that institutional owners tend to have a strong influence in shaping the top management 
team of a venture they have invested in (Davila, et al., 2003; Kaplan and Stromberg, 2001).  
In the context of this study, new ventures are able to benefit from the extended network ties 
of institutional investors to tap into a wider talent pool. In addition, institutional investors 
may also feel more reassured to have people they know and are able to trust in the core man-
agement team of the firm they have invested in. 
Though the hypothesized relationship between founding ownership structure and di-
rect-tie hires did not come through as significant in this sample, the positive relationship be-
tween founder experience and the proportion of direct-tie hires in the growth team (ß = .23, p 
≤ .10), though not hypothesized, is worth mentioning.  The longer the founder has worked in 
the industry, the more likely he or she will build a wider set of personal networks which be-
comes the potential pool to recruit core team members.  The prior industry experience of the 
founders also serves as track records upon which business partners place higher trust in (Lar-
son, 1992).  Hence even with the presence of institutional investors at founding, firms with 
more experienced founders exhibit a stronger founder influence on the hiring decision (pref-
erence of direct-tie hires). 
3.6.2 Founding ownership structure and functional diversity of the core team 
Findings from this study support the imprinting effects of founding ownership struc-
ture on functional diversity of both the startup and the growth team (hypotheses 3 and 5), as 
well as the mediating role of startup team diversity to the relationship between founding 
ownership structure and growth team diversity (hypothesis 6b).  My data suggests that the 
presence or absence of institutional ownership at founding makes a difference in startup core 
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 team composition – the presence of institutional ownership leads to the formation of a more 
functionally diverse team.  A possible explanation grounded on extant literature can be that 
institutional investors, with their economic goal of maximum return on their investment, are 
more likely to choose top managers based on strategic fit than personal attraction (Higashide 
and Birley, 2002).  To facilitate and lead exponential growth, new ventures need a core team 
with a diverse skill set (Boeker and Wiltbank, 2005).  Once the initial team structure is set in 
place, it perpetuates over to the growth phase, as evident in the full mediating role of the 
startup team diversity in the relationship between founding ownership structure and growth 
team diversity.  Such findings are consistent with the structural inertia arguments as an ex-
planation of how founding conditions imprint on later organizational features (Hannan and 
Freeman, 1984; Baron, et al., 1999).   
3.6.3 Limitations and implications of this study 
Due to the relatively small number of firms in my data set, the research findings from 
this study are indicative rather than conclusive.  More robust investigations are needed in fu-
ture to confirm the relationships.  My initial findings can serve as a stimuli for future studies.  
My sample is also restricted to technology related new ventures, which is in a class of its 
own.  The implication of ownership structure on the core team may not be generalizable to 
other industrial contexts.  This said, one can also argue that if we find support for imprinting 
effects of founding conditions on organizational features at the later stages among a group of 
high-tech firms operating in fast changing environments, we would have reason to expect 
firms operating in more stable environments to be even more susceptible to such imprinting 
effects. 
The retrospective nature of my study precludes any causational inferences (Chandler 
and Lyon, 2001).  To thoroughly understand the impact of ownership on core teams, a longi-
tudinal examination of ownership change over time within a firm alongside with its changes 
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in team recruitment channels and team characteristics will be necessary.  This paper also does 
not make the final link from team characteristics to venture performance.  Future studies can 
incorporate the framework developed in this paper and further extend it to examine the com-
plete chain from antecedents to consequences of new venture team composition. 
The aforementioned limitations aside, this study contributes to the understanding of 
how new venture core teams become what they are.  While upper echelon research continues 
to provide ample evidence on the effects of top management teams on organizational out-
comes, an understanding of various contexts influencing team formation and team character-
istics is becoming more and more of an important research agenda (Boone, et al., 2004; Car-
penter, et al., 2004; Keck and Tushman, 1993; Pettigrew, 1992).  An examination of how new 
ventures gather their core talent, and how different founding conditions lead to varying team 
characteristics, contributes to the enhancement of the current upper echelon literature, taking 
it beyond the relationships between team characteristics and firm performance.  To achieve 
desired organizational results through the upper echelon, we not only need to know what 
types of teams we need, but also how to get them, and what shapes their characteristics.  This 
study represents one of the few attempts to enhance our understanding in this area. 
Extant literature stipulates that new venture teams become what they are due to ho-
mophile effects of similarity-attraction (Ruef, et al., 2003), functionality effects of strategic 
fit (Forbes, et al., 2006), and network effects of different ties for different needs (Leung, et 
al., 2006).  Using ownership imprinting as an overarching framework, this study builds link-
ages among those various perspectives by pegging them against specific contexts: While en-
trepreneurs may be inclined to choose their core team members based on the similarity-
attraction principle, the presence of institutional investors can tilt the selection criteria to-
wards strategic choice based on competency fit.  The use of different network ties in recruit-
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 ing core team members can be a reflection of the network range and reach of key stake-
holders of the firm as much as their deliberate choice based on different preferences.   
This study also contributes to illuminating the influence of ownership structures on 
new venture core teams.  While it is commonly believed that the selection and dismissal of 
top management team members are strongly influenced by ownership control of the firm 
(Finkelstein and Hambrick, 1996; Salancik and Pfeffer, 1980), and some empirical studies 
have demonstrated that dominant institutional (or outsider) ownership has been associated 
with new venture team member dismissals and turnover (Boeker and Wiltbank, 2005; Sche-
fezyk and Gerpott, 2001), this study represents an initial attempt to test directly how founding 
ownership structure can shape the team from the beginning.   
My research findings may also serve as a useful reference for new ventures in making 
decisions for resource acquisition to facilitate venture creation and growth.  It is important to 
recognize that securing financial resources from specific channels may have spillover effects 
on other resources, such as human resources, as demonstrated by this study.  In seeking fi-
nancial resources from institutional investors, entrepreneurs should take into account the po-
tential influence such stakeholders will have in shaping their management team at startup and 
beyond, and consider whether such a move aligns with their vision of the firm. 
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 Chapter 4: 
                                                
  
 
Change and Stability of Employment Models in Growing New 
Ventures: A Simultaneous Examination of Core Team Imprinting, 





Do organizational core features3 of growing new ventures change in a fundamental 
way as they transit from their startup to their growth phase?  Path dependency arguments 
suggest that the imprinting effects of founding conditions result in strong inertial forces 
around organizational cores, holding them relatively stable over time (Stinchcombe, 1965).  
To stay in the game, however, growing new ventures also need to respond to external de-
mands for adaptive changes that result from institutional forces and competitive pressure 
(Child, 1972; DiMaggio and Powell, 1983).  New ventures thus face a critical dilemma of 
whether to change or stay the same as they transit from their start-up phase to their growth 
phase.  On the other hand, an increasing number of scholars have suggested that the forces for 
change and stability can be viewed as simultaneous phenomena in organizational life (Leana 
and Barry, 2000).  Hence “a serious understanding of organizations requires attention to 
both” (March, 1981, pg. 563, footnote 2).   
In this paper I explore the presence of both inertial and adaptive forces relating to the 
origin and evolution of the employment model as new ventures progress from their startup to 
their growth phase.  I focus primarily on the employment model because it is a core feature of 
the firm which defines “the basis of exchange between members and the organization” (Han-
 
3 According to Hannan and Freeman, core features of organization include: (1) its stated goals – the bases on 
which legitimacy and other resources are mobilized; (2) forms of authority within the organization and the basis 
of exchange between members and the organization; (3) core technology, and (4) marketing strategy (Hannan 
and Freeman, 1984, pg. 156 
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 nan and Freeman, 1984; Hannan, Burton and Baron, 1996).  The way people are selected, 
trained and rewarded has a strong bearing on both organizational and individual outcomes.  
Past studies have suggested that the employment system of a firm can affect both organiza-
tional survival and performance (Baron, Hannan and Burton, 2001; Youndt, Dean and Lepak, 
1996), and individual attitudes and behaviors (Tsui, Pearce, Porter and Tripoli, 1997).  A co-
herent employment model is particularly important for new ventures that face a relatively 
high degree of uncertainty and changing organizational dynamics because it can ease some of 
the growing pains by providing a frame of reference for organizational priorities and values 
and by steering employees towards the common goals.  It also helps to provide some order in 
a very dynamic context by setting clear parameters for efforts and rewards. Understanding the 
key driving forces that shape the change and stability of employment models in growing new 
ventures is thus an important research agenda. 
Drawing on both the upper echelon perspective (Hambrick and Mason, 1984) and ar-
guments relating to imprinting (Stinchcombe, 1965), this paper builds a theoretical model ex-
ploring the way change and stability in new ventures are affected both by influence of the 
core team and influence of structural inertia, and then tests the model with data collected 
from a group of young technology firms in Singapore.  I propose that the initial design of the 
employment model reflects the imprint of both team shared experience (as indicated by prior 
shared organizational experience), and team diversity (as indicated by prior functional roles). 
Once the blueprint is put into practice, those who help build it attach their sentiment and be-
lief to it, transforming a rational deliberation into a beloved institution (Clark, 1972).  More-
over, once a certain initial design is set on its course, the forces of structural inertia also set 
in, making the employment model at the startup phase a predictor of the employment model 
at the growth phase (Baron, Hannan and Burton, 1999).  If there is a high rate of change in 
team membership, however, the initial employment model is more likely to change, since 
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new members may not identify as strongly with the employment model built by the old 
guards, thus weakening the imprinting effects of the founding core team, and opening up op-
portunities for change (Boeker, 1997b).   
Though imprinting is the key mechanism I use to explain the change and stability of 
employment models, pressures to adapt due to changing external demands should not be ig-
nored.  Over and above consistency amongst internal systems and structures, organizations 
also need to fit their internal structures with the external environment (Miller, 1992; Thomp-
son, 1967).  Hence there is a need to change human resource management systems in the face 
of changes in the competitive environment (Wright and Snell, 1998).  At the same time, or-
ganizational structures and systems may also be subject to isomorphic pressures for change 
(DiMaggio and Powell, 1983; Greenwood and Hinings, 1996).  Growing new ventures may 
feel a need to adopt institutionalized HRM practices due to influences from external resource 
providers, be they government agencies, lead business partners, or professional bodies, in or-
der to gain legitimacy.  The adoption of different HR philosophies and practices due to these 
external factors may influence the evolution of the employment model in ways that do not 
merely reflect the imprinting effects of founding core team or the original design.    
In examining the paths by which employment models change from the startup to the 
growth phase of new ventures, this paper contributes to a better understanding of the origin 
and evolution of organizational structures and systems; thereby providing insights into the 
reasons why, and the mechanisms by which, vastly divergent employment models (sets of 
HRM core values and practices) become established in organizations (Aldrich, 1999).  Such 
an understanding is fundamental for organizational scholars and decision makers to deter-
mine which HR systems work best, and in what context.  Particularly for growing new ven-
tures, an understanding of how employment models are formulated, and how they change, 
provides a frame of reference for decisions regarding organization design and change.  By 
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 examining the composition of the core teams as an important aspect of the imprinting process 
relating to the core organizational structure, this paper links the upper echelon perspective to 
organization change theories, thereby contributing to the enrichment of both streams of litera-
ture.  In fleshing out the imprinting mechanism by simultaneously considering core team in-
fluences and structural inertia on the evolution of employment models, and by taking into ac-
count the interaction of such imprinting effects with adaptive pressures from the competitive 
and the institutional environment, I provide a theoretical framework which allows us to con-
currently test two major change theories – path dependency and adaptation – and to tease out 
some specific paths of change and stability that have not been explicitly examined before.   
My proposed model is illustrated in Figure 1.  In the following pages, I first elaborate 
on the conceptualization of the employment model, before moving on to flesh out the theo-
retical framework and to construct specific hypotheses. 
 
FIGURE 4.1 
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4.2 Employment Model and Its Change and Stability 
 
In order to examine how the characteristics of the core team and other contextual fac-
tors imprint on employment models of growing new ventures, I first need to clarify the con-
ceptualization of employment models.  Extant literature generally tends to capture employ-
ment/HR models through HR practices (for examples, Delery and Doty, 1996; Lepak and 
Snell, 2002; Tsui, et al., 1997), but a few studies use core values as the basic parameters 
(Baron et al., 1996, 1999; Cameron and Quinn, 1999; Panayotopoulou and Papalexandris, 
2004; Yeung, Brockbank and Ulrich, 1991).  Unlike in established firms where a complete 
set of HR practices is in place, most startups do not yet possess a comprehensive set of prac-
tices (Baron, et al., 1996; Katz et al., 2000).  Core values may, therefore, be the most mean-
ingful parameter for capturing employment models at the startup phase.  They represent the 
founding members’ vision on how the firm should be organized and managed (Hannan and 
Freeman, 1984; Baron, et al., 1999).  As firms transit from startup to growth, the persistence 
of core values, as well as the level of congruence of HR practices adapted in accordance with 
(or in contrast to) the initial core values, can indicate change and stability.  I therefore find it 
appropriate to incorporate both core values and HR practices in my conceptualization of em-
ployment models in growing new ventures.  In the following section I review the extant lit-
erature relating to the classification of different types of employment models based on core 
values and HR practices, respectively, before proposing the integrated conceptualization I 
will use in the remainder of this paper. 
 
4.2.1 Typologies of Employment Models Based on Core Values 
 
 Yeung and colleagues (1991) adopted the competing values framework (CVF) devel-
oped by Quinn and Rohrbaugh (1983) to depict four different HR systems: (a) group values  
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 (b) developmental values, (c) internal process values, and (d) rational values.  Their findings 
suggest that although businesses are seldom characterized by one pure set of values, there are 
systematic differences among organizations that differ in their dominant values underlying 
human resource management. Dastmalchian and colleagues (2000) use a CVF to capture 
“people management practices” in different firms in various industries in two countries.  
They found two sets of practices that reflect the values of openness/flexibility versus rigid-
ity/control in the context of different industrial and organizational settings.  Using Ulrich’s 
(1997) application of CVF in HR functions as the basis for their classification scheme, 
Panayotopoulou and colleagues (2004) examined the way employment models that reflect 
four different types of value orientations (i.e. human relations, open system, internal process, 
and rational goal) interact with organizations’ size, external environment and competitive 
strategy in determining firm performance.  Rather than using a-priori frameworks, Baron and 
colleagues (1996, 1999) used information relating to founders’ beliefs about how work and 
employment should be organized as their basis for inductively identifying five types of em-
ployment models: namely commitment, star, engineering, bureaucracy and autocracy.  Each 
model represents a different configuration of beliefs relating to selection, attachment and con-
trol that were observed among founders of hi-tech firms in Silicon Valley. 
CVF is adopted in this paper to capture the different core values that the founding 
members of startup and growth firms may have, since it provides a comprehensive frame-
work to capture different types of values that may exist in an organization.  The general as-
sumption behind CVF is that the ideal-types of value configurations can be classified a priori 
into four quadrants, but in reality such theoretically distinctive models rarely exist in their 
pure forms. We also need to recognize that the relative emphasis on specific values may shift 
over time, due to changes in internal and external factors faced by firms (Buenger, Daft, Con-
lon and Austin, 1996; Denison and Spreitzer, 1991; Quinn and Cameron, 1983).  The key 
74 
motivation for adopting CVF to capture employment models hence lies in its ability to cap-
ture competing values that coexist within an organization, and to also capture the variation in 
patterns of value-combinations that can be observed across organizations (or across time 
within a single organization).  
According to Quinn and Cameron, the “group values” quadrant corresponds to clan 
type organizations where human resources are highly valued.  Organizations in this quadrant 
try to engage and develop employees through empowerment and training, and the firm itself 
is considered to be a family-like entity. The “developmental values” quadrant represents ad-
hocracy type organizations that are dynamic, entrepreneurial, and creative.  In these firms, the 
emphasis is on experimentation and innovation by leveraging complementary knowledge in 
teams. The “internal process” values quadrant represents hierarchy type organizations that are 
characterized by formal rules and policies. Procedures govern what people do.  Finally, the 
rational values quadrant represents market-oriented organizations that focus on explicit trans-
actions with suppliers, customers, employees, and other constituencies.  In these firms, the 
most important criteria for employment models are the productivity and output of employees.  
The four quadrants representing distinctive types of organizational systems are divided by a 
vertical axis (which distinguishes informal and flexible organizations [clan and adhocracy], 
from those that are more formal and control-driven [hierarchy and market]), and a horizontal 
axis (which distinguishes firms that have an internal orientation [clan and hierarchy] from 
others that focus more on external sources [adhocracy and market]).  
 
4.2.2 Typologies of Employment Models Based on HR Practices 
 
Current literature using practices to classify employment models define them as either 
dichotomies (commitment vs. transaction types, characterized by an internal as opposed to an 
external HR system) or multiple types which capture more dimensions of variation. For ex-
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 ample, Delery and Doty (1996) argued that HR systems can be classified into two major 
types - market versus internal systems - on the basis of the policy choices that were adopted 
in relation to seven HR practices.  Tsui and colleagues classify employment relations broadly 
according to the commitment versus transaction typology on the basis of variation in a differ-
ent set of seven HR practices, but they sub-divide the dichotomies into four types: overin-
vestment, mutual investment, under-investment, quasi-spot-contract.  Youndt and colleagues 
(1996) distinguish between administrative and human capital-enhancing HR systems on the 
basis of HR practices in relation to staffing, training, performance appraisal, and compensa-
tion.  The administrative approach to HR focuses on standardized policies and procedures, 
whereas human-capital-enhancing approach to HR focuses on skill acquisition and develop-
ment.  By considering more detailed bundles of HR practices that take into account 44 HR 
practices relating to job characteristics, recruitment and selection, training and development, 
performance appraisal, compensation and rewards, Lepak and Snell (2002) proposed a classi-
fication scheme involving four types: commitment-based, productivity-based, compliance-
based, and collaboration-based employment models.  
In this paper, I conceptualize the “HR practices” approach of classifying employment 
models in accordance with the configurations of HR practices proposed by Lepak and Snell 
(2002). I adopt this framework because the typology of commitment-based, productivity-
based, compliance-based, and collaboration-based HR configurations corresponds very 
closely to the typology of core values represented by CVF, and provides building blocks for a 
coherent framework to capture the dimensions of values and practices in four ideal types of 
employment models.   
Commitment-based HR practices empower employees, encourage participation in de-
cision making and discretion on the job, provide a considerable degree of employment secu-
rity, and focus on aptitude in selection and development and feedback in performance ap-
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praisal.  Such practices map well with the clan type of organizations that stress group values.  
Collaboration-based HR practices focus on the recruitment and selection of individuals who 
can integrate their knowledge and experience into the firm and work in a team environment, 
and they also tend to establish collective incentives that encourage sharing and transfer of in-
formation in the process of creating new products and innovations.  Such practices map well 
with the adhocracy type of organizations that stress developmental values.  Compliance-
based HR practices limit employee discretion and concentrate on enforcing rules and regula-
tions.  Training and performance appraisal activities in these organizations are focused on 
ensuring compliance with company policies, systems, procedures, and outcomes.  Such prac-
tices map well with the hierarchy type of organizations that stress adherence to internal proc-
esses.  Organizations with productivity-based HR practices hire employees with the right skill 
from the market, pay market-based wage, and focus on job performance.  Such practices map 
well with the market type of organizations that stress rational values.   
I summarize my typology of employment models incorporating both HR value and 
practice dimensions in Figure 2.  In the next section, I will elaborate how change and stability 
can be captured on the basis of our current conceptualization of employment models. 
FIGURE 4.2 
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*Adapted from the competing values framework (Quinn & Rohrbaugh, 1981, 1983) and 
Lepak and Snell’s typology of HR configurations (2002)
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 4.2.3 Change and Stability of Employment Models 
 
To capture organizational change (or stability) it is necessary to document which as-
pects of the organization changed in the interval from time 1 to time 2 (Barnett and Carroll, 
1995).  In this paper I use the startup phase and the growth phase as the two time points to 
capture how employment models may have changed or stay the same.  The transition from 
the startup to the growth phase of the firm can be signified by four occurrences (though not 
necessarily concurrent): the formation of a clearly articulated growth strategy, additional 
capital injection, expansion of the general work force and the core team, rapid positive 
growth for the three years after transition (Churchill and Lewis, 1983; Hanks, Watson, Jansen 
and Chandler, 1993; Smith, Mitchell and Summer, 1985). 
To capture change and stability of employment models in growing new ventures from 
their startup to their growth phase, we need to first establish what the initial employment 
model was like.  Based on the conceptualization of the employment model I developed 
above, the initial employment model can be classified into types on the basis of predomi-
nance of one configuration of core values (clan, adhocracy, hierarchical or market) over the 
others.  The quality of the initial design can be measured by the coherence of the values (i.e., 
the extent to which the dominant set of values in one organization “fit together”). As a new 
venture transits from its startup to its growth phase, the forces of imprinting from both the 
founding core team and the initial structure will influence the evolution of the employment 
model.  Simultaneously, pressures for change exerted from competitive and institutional envi-
ronment may lead to a change in the values and/or practices that are reflected in the employ-
ment model at the growth phase.  Firms could start with a coherent set of dominant values, 
and adopt matching practices over time to arrive at an internally congruent model.  They 
could also hold on to the original set of values, and yet adapt a different set of practices due 
to competitive or institutional pressures.  Alternatively, firms could abandon their original set 
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of values and switch to a completely different type of employment model in response to in-
ternal and external pressures for changes.   In the following section, I elaborate the theoretical 
arguments of imprinting effects and adaptive pressures, and build specific hypotheses for 
testing the various possible evolution paths of employment models. 
 
4.3 Imprinting Effects and Adaptive Pressures on Employment Models 
4.3.1 The Imprinting Mechanism 
 
The notion of imprinting is one of the key theoretical perspectives I draw on in exam-
ining the evolution of employment models.  Imprinting is a process whereby conditions that 
were present when a firm was founded and in its developmental infancy continue to have im-
portant consequences throughout the later life of the organization (Stinchcombe, 1965; Kim-
berly, 1979).   Research on imprinting effects initially focused primarily on the environment, 
and suggested that organizations founded in the same time period – in the context of the same 
environmental features – were likely to share similar organizational characteristics (Stinch-
combe, 1965; Kimberly, and Miles, 1980). The structural inertia arguments subsequently 
proposed by Hannan and Freeman (1984) zoom in on the imprinting processes that occur 
within the organization.  Once an organizational structure is established, it needs to be repro-
duced in a consistent and predictable manner in order to enhance organizational legitimacy in 
the eyes of various stakeholders.  Applying this line of reasoning to the evolution of employ-
ment models over time, Baron and colleagues (1999; 1996) studied a group of high-tech 
firms founded in the late 80s and early 90s in Silicon Valley. They documented extensive 
variation in employment models even among firms that were all founded in the same time 
period and that all faced a similar operating environment.  They also found that the distinctive 
patterns that were established when the firms were started tend to persist to later stages of the 
firms’ development.  
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 Over and above environmental and structural imprinting, people who involved in the 
early design of the organization leave their imprint as well.  March and Simon (1958) sug-
gested that the past experience and reliance on personal knowledge of alternatives of organ-
izational key players significantly influence organizational decisions.  Boeker (1988) sug-
gests (and demonstrates empirically in relation to the founding strategy of semiconductor 
firms) that entrepreneurs create organizations that are in many ways a reflection of their own 
past background and experience.  Rather than giving all the credit to a lone entrepreneurial 
hero, however, there has been a growing trend in more recent literature to recognize the role 
of the founding core team in the new venture creation process (Chandler, Honig and Wik-
lund, 2005).  Considering the fact that it is the founding team that forms the initial organiza-
tion and puts whatever structure there may be in place, it is appropriate to start the examina-
tion of imprinting effects on the employment model of new ventures from their core teams. 
Imprinting effects of new venture core team on the employment model.  The three 
central tenets of the upper echelon perspective are 1) strategic choices made in firms reflect 
the values and cognitive bases of power actors (top management team); 2) the values and 
cognitive bases of such actors are a function of their observable characteristics such as educa-
tion or work experience, and 3) significant organizational outcomes will be associated with 
the observable characteristics of those actors (Carpenter et al., 2004, pg. 751-752).  Applying 
such assumptions to the issues addressed in this paper, I can argue that the organizational de-
sign of a new venture (one type of organizational outcome) is a reflection of the values and 
experience of the founding core team’s members.  However, reviews on the upper echelon 
literature reveal no studies that examine such effects (Carpenter et al., 2004; Carroll and Har-
rison, 1998; Finkelstein and Hambrick, 1996).  There are two possible reasons for the lack of 
study in this area: First, upper echelon literature has focused almost entirely on larger, estab-
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lished firms.  Second, the organizational outcomes that are examined in the upper echelon 
literature are almost always strategy and financial outcomes. 
Some earlier literature did argue that the initial organizational design of a firm is 
largely an outcome of the values and experience of the founder/co-founders or some core 
members (Brittain and Freeman, 1980, pg. 332; Schein, 1990).  The starting point of a firm 
can be viewed as the gathering of a group of people with a common purpose and a strong 
sense of mission (Clark, 1972).  The core team members all bring with them their prior val-
ues, experience and expertise as they relate to the structure that emerges in the new venture.  
For example, Boeker (1988) attributes the heterogeneity of the initial business strategies 
among semiconductor firms to differences in the past background and experience of the 
founding entrepreneurs.  Higgins (2005), in her longitudinal study of individuals who started 
their careers in Baxter (a major healthcare firm located in Midwestern United States) found 
strong evidence of ‘career imprinting’ effects of ‘Baxter boys (and girls?)’ on the organiza-
tional design of the other biotech firms where they eventually became senior managers.  Spe-
cifically in relation to the employment models, Baron and colleagues call blueprints of em-
ployment models ‘founders’ models’, and attribute their origins to founders, their biogra-
phies, prior relationship, and ties to external partners (Baron, et al., 1999, 2001; Hannan et 
al., 1996).  However, Baron and colleagues did not explicitly examine the mechanism by 
which the structural design of new firms is affected by the core team members’ values and 
experience. 
The studies of top management team characteristics within the upper echelon litera-
ture generally focus on how homogeneity/diversity of managerial characteristics, such as age, 
education, industrial experience, and functional expertise, affect organizational outcomes 
such as organizational survival and growth (Eisenhardt and Schoonhaven, 1990; Knor, 2003); 
strategic decisions (Boeker, 1997b; Hambrick, Cho and Chen, 1996); and financial perform-
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 ance (Carpenter, 2002; Tushman and Rosenkopf, 1996). However, the evidence relating to 
the pros and cons of heterogeneous versus homogeneous teams is very mixed (Carpenter et 
al., 2004; Simons, et al., 1999).  Therefore, it may be necessary for us to simultaneously con-
sider similarity and divergence among team members in relation to several different charac-
teristics.  For example, shared work experience in the past, and heterogeneity in industrial 
experience, can both be contributing factors for new venture growth (Eisenhardt and Schoon-
hoven, 1990).  While some scholars argue that shared cognition among top team members is 
positively related to new venture performance (Ensley and Pearce, 2001), others suggest that 
functional diversity makes it easier for  a new venture to successfully transit from a startup to 
a growth firm (Boeker and Wiltbank, 2005; Leung, Zhang, Wong and Foo, 2006).  Taking 
these various perspectives into account, and using imprinting effect as the theoretical lens, in 
this paper I will simultaneously consider how the initial design of the employment model in 
new firms is affected by the level of shared organizational experience (similarity) and the 
level of functional diversity (divergence) among core team members before they joined the 
new venture.   
Shared prior organization experience is one factor that might have significant influ-
ence on initial organizational design.  It represents core team members’ exposure and experi-
ence in other organizations that determines their knowledge base for making decisions 
(Boeker, 1997a).  The ability of the team to formulate a clear, coherent organizational model 
depends on whether the members share a mental model regarding how a firm should be or-
ganized and managed (Cannon-Bowers, Sales and Converse, 1993; Ensley and Pearce, 2001; 
Klimoski and Mohammed, 1994).  People who are exposed to similar organizational experi-
ence are more likely to have that shared mental model.  When they move to a new organiza-
tion, they are likely to draw on to that model for reference.  Higgins’ (2005) study of the ‘ca-
reer imprinting’ effects of managers in Baxter on organizational models of startups in the bio-
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tech industry is a demonstration of that process.  Career imprint implies that a group of indi-
viduals will come to share a set of capabilities, connections, confidence and cognition if they 
share their career experiences at a common employer during a particular period in time (Hig-
gins, 2005, pp. 4).  The similar career imprint shared by ‘Baxter Boys’ propagated the Baxter 
model among bio-tech startups where these individuals were the CEO or members of the core 
team.   Similarly, I propose that when core team members of an entrepreneurial firm share 
similar organizational experience on the basis of having worked together in the same organi-
zation prior to joining the startup, they are more likely to agree upon a set of dominant values 
that form the backbone of a coherent employment model.  The more shared organizational 
experience members have prior to joining the new venture, the more likely it is that they will 
have a clear shared mental model regarding organizational practices, thus resulting in a more 
coherent initial employment model. 
H1a.  Shared prior organizational experience among startup core team members is 
positively related to the coherence of the dominant set of values relating to the initial 
employment model. 
 While shared prior organizational experience represents a cohesive force that relates to 
shared values and mental frames, functional diversity among team members is likely to be 
associated with conflicts (Hambrick, et al., 1996).  Functional diversity represents the exper-
tise and capabilities accumulated within the team, based on the different functional roles team 
members played in other organizations prior to joining the new venture.  The differences in 
experience and occupational anchors generate different perspectives among team members 
because different functional backgrounds may cause certain members to favor different types 
of employment models.  For example, a R&D person may prefer an adhocracy because of it 
is conducive for innovation while a production person may prefer a market-type of employ-
ment model because of its strong emphasis on productivity.  A functionally diverse core team 
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 at startup may be less likely to agree upon a common set of values, thus resulting in a less 
clearly defined employment model design. 
H1b.  Functional diversity among founding core team members is associated with a 
lower level of coherence in the core values relating to the initial employment model. 
 On the other hand, functional diversity may also be associated with a higher level of 
decision comprehensiveness (Hambrick, et al., 1996; Simons, et al., 1999).  Prior studies have 
indicated that a team’s cognitive capability is related to its cognitive diversity because such 
diversity provides an assorted stock of capabilities upon which a team can draw when making 
complex decisions (Amason, 1996).  The basis of cognitive diversity lies with the different 
job experiences that constitute a group’s total pool of task-related skills, information, and 
perspectives (Simons et al., 1999; Foo, Sin and Yiong, 2006).  Team members may debate 
from various perspectives, drawing on their divergent knowledge sets to bolster their argu-
ments.  Confronted by new information from people with different backgrounds, members 
are forced to rethink their points of view and consider factors they had not previously consid-
ered (Foo et al., 2006).  When diverse perspectives are taken into consideration in the deci-
sion-making process, new ventures can arrive at a more comprehensive and coherent organ-
izational design (Foo, Wong and Ong, 2005). 
 Such constructive forms of conflict are only likely to occur if team members share a 
strong affective relationship, however.  As Simon and colleagues (1999) pointed out, it is 
possible to have debates without decision comprehensiveness.  Members may propose differ-
ent approaches without being open to suggestions by others, disagreeing without offering 
substantive reasons.  For consensus to emerge out of vigorous debates, team members need to 
have strong affective relationships that allow them to work together effectively (Amason, 
1996).  In their study of dynamics of new venture TMT and performance, Ensley and col-
leagues (2002) found that team cohesion is positively related to constructive conflicts (cogni-
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tive conflicts).  Cohesive teams are those that have a stable and solid foundation of interper-
sonal relations, and share tacit understanding and values.  Such cohesiveness can be an out-
come of shared prior organizational experience among team members, as people who have 
worked together previously, and choose to work together again, tend to have higher trust, bet-
ter communications and greater affection towards each other (Goodstein and O’Reilly, 1988; 
Zenger and Lawrence, 1989).  Cohesiveness will allow founding core team members with 
diverse functional backgrounds to work through their differences and arrive at a consensus on 
a set of core values underlying the initial employment model.  Hence, I propose that function 
diversity can contribute to the emergence of a coherent employment model if team members 
also share a high level of organizational experience.  The proposed relationship is demon-
strated in Chart 4.1. 
H1c.  The level of shared organizational experience among members of the core found-
ing team will moderate the negative relationship between functional diversity and the 
coherence of the core values, such that it will become less negative or revert to positive. 
Chart 4.1  Hypothesized Interaction Effects between Shared 





























 Structural imprinting of the initial employment model.  Even though I expect the 
characteristics of the founding core team to be the key determinant of the initial employment 
model during the startup phase of the new venture, once that design is put in place, another 
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 imprinting mechanism via structural inertia will come into play.  In their seminal paper dis-
cussing structural inertia, Hannan and Freeman (1984) argue that core elements of organiza-
tions rarely change over time, or across stages of organizational development, because of the 
organizations’ need for reliability and accountability to sustain legitimacy in the eyes of their 
constituencies.  Reliability refers to an organization’s distinctive ability to consistently gener-
ate collective actions with relatively small variance in quality.  Accountability refers to the 
ability of organizations to plausibly claim that they adhere to appropriate rules and proce-
dures in their official actions and in the allocation of resources. Since organizational struc-
tures that are highly reproducible are necessary to ensure reliability and accountability, the 
result is likely to be structural inertia.  Organizations that attempt to change the structure they 
had at the time they were founded face a high mortality rate, whereas firms that survive usu-
ally retain a strong imprint of their founding structures (Hannan and Freeman, 1984, pg. 153 
to 154). 
 A substantial amount of research evidence in the last two decades supports the argu-
ments of structural inertia.  In an examination of change in strategy among a group of semi-
conductor firms, for example, Boeker (1989) documents the strong imprinting effects of 
founding strategy on subsequent strategy among a group of semiconductor firms.  Similarly, 
in a study of  major hospitals in California that were not affiliated with federal government 
programs in the period from 1980 to 1990, Ruef (1997) found that the hospitals’  service 
portfolio  remained relatively stable despite disruptive environmental changes in the form of 
new technology and regulations that shook the industry to its very foundation. Specifically in 
relation to employment models, Baron and colleagues (1996, 1999) found support for Hannan 
and Freeman’s propositions in their studies on the evolution of employment models of a 
group of young high-tech firms in Silicon Valley.  Organizational blueprints envisioned by 
founder managers during the startup phase were found to prevail in the later years of the 
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firms (Baron, et al., 1996; Baron and Hannan, 2002), and these blueprints predicted adminis-
trative intensity in later firm structure (Baron, et al., 1999).  By selecting firms similar in age 
from a single region (Silicon Valley) and economic sector (high-tech) that all faced similar 
labor market and environmental conditions, Baron and colleagues were able to largely control 
for imprinting effects of the environment at the time of founding (Stinchcombe, 1965), and to 
thereby convincingly demonstrate structural imprinting effects.   
 The arguments and evidence in the existing literature relating to structural imprinting 
provide a basis for inferring that the distinctive nature of the employment model that is initi-
ated during the startup phase will exhibit resilience over time.  Changes in the premises gov-
erning employment relations could cause the skills and routines that employees have learned 
to become obsolete, and could also alter bases of power and status within the organization, 
thereby violating the implicit or explicit contracts that define employees’ expectations and 
entitlements vis-à-vis the firm (Baron et al., 2001).  For organization members to be willing 
to stay with the firm, the reliability and accountability resulting from a stable employment 
model is important in generating positive behavioral and attitudinal outcomes.   
 Since most startups are not likely to possess a comprehensive set of HR practices 
(Baron, et al., 1996; Katz et al., 2000), the initial design of the employment model can be 
captured by the extent to which the firm possesses a coherent set of core values which are 
distinguishable from the alternative sets of values in our four-quadrant conceptualization:   
group values, developmental values, internal process values, and rational values.  Based on 
the arguments of structural imprinting, the more coherent the dominant set of values, the 
more likely that the employment model at the growth phase will reflect the same sets of val-
ues.  
H2a.  The coherence level of the dominant set of core values at the startup phase is 
positively related to the likelihood of that set of values persisting to the growth phase. 
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 H2b.  The coherence level of the core values at the startup phase is positively related to 
the coherence level of the core values at the growth phase. 
   As firms transit from startup to growth, we can expect them to develop sets of HR prac-
tices that are congruent with their core values (Baron, et al., 1996).  This is consistent with 
the ‘fit’ arguments in organizational theories.  Structural congruence, or fit, is important for 
organizational efficiency and success, so there is a tendency for the various components of 
organizational structure to evolve towards ‘fit’, or internal consistency over time (Miller, 
1992; Siggelkow, 2001, 2002).   With a clear set of core values as guiding principles, new 
ventures are more likely to develop a congruent set of HR practices as they progress toward 
the growth phase, thus arriving at an internally consistent employment model: 
H2c The coherence of the dominant set of core values at the startup phase is positively 
related to the likelihood of a consistent set of core values and HR practices at the 
growth phase. 
 The moderating effects of team membership change.  The structural imprinting ef-
fects of the startup employment model on the employment model during the growth phase are 
likely to vary depending on the extent of core team membership change.    Change in core 
team membership can have important effects on the change and stability of employment 
models from the startup to the growth phase because of its implications for value commit-
ment and established interests within the firm.  The concepts of value commitment and estab-
lished interests are drawn from the traditional literature on institutionalism (old institutional-
ism in Powell and DiMaggio’s [1991] terminology) which emphasizes the importance of in-
fluence, coalitions and competing values within organizations.  Founding core team members 
who help build the organizational model may develop an emotional attachment to it, thereby 
transforming a rational deliberation into a beloved institution (Clark, 1972).  The shared 
mindset of team members based on their prior exposure to a common organizational model 
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can lead to shared commitment to a set of HR values.  More instrumentally, organizational 
structure legitimizes the existing power distribution, so changing an existing structure will 
almost always lead to a redistribution of power (Cyert and March, 1963; Hannan and Free-
man, 1984).  Prior empirical studies on TMT and strategic change suggest that a top team’s 
tenure is associated with (and serves as a proxy for) the team’s commitment to the status quo, 
and is negatively related to the likelihood of strategic change (Finkelstein and Hambrick, 
1990; Wiersema and Bantel, 1992, Boeker, 1997b).  Following the same logic, if core team 
membership of a firm remains relatively stable from the startup to the growth phase, we can 
expect the same employment model to persist over time.  On the other hand, a substantial 
change in core team membership may open up opportunities for change, since new members 
are less attached to the values and structures set up during the startup phase. 
H3.  Change in team membership weakens the imprinting relationship between em-
ployment models at the startup and the growth phase such that 
a).  The positive relationship between the core value coherence at the startup and the 
value coherence at the growth phase will be less positive or change to negative. 
b).  The positive relationship between initial core value coherence and core value sta-
bility will be less positive or change to negative. 
c).  The positive relationship between core value coherence at startup phase and consis-
tency of core values and HR practices at the growth phase will be less positive or 
change to negative. 
 
4.3.2 The Intervening Effects of Adaptive Pressures 
 
 However strong the internal imprinting forces, organizations are open systems that are 
susceptible to external pressures for change (Miller, 1992).  Scholars have identified two ma-
jor forces for adaptation, from institutional pressures and competitive demands respectively 
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 (Van de Ven and Poole, 1995).  The institutional perspective suggests that it is rational for 
organizations to take socially accepted rules and norms into account, rather than making deci-
sions only on the basis of pure operational and efficiency considerations. (March, 1996).  
Unless an organization is recognized as a legitimate player in the field, pure efficiency may 
not be enough to ensure organizational survival and success (Selznick, 1996).  In order to 
gain legitimacy, new entrants in the field will have to adjust their organizational forms and 
practices according to those of the established players, and adhere to accepted rules and 
norms, be they legal or conventional (DiMaggio and Powell, 1983).  Zimmerman and Zeitz 
(2002) suggest that legitimacy is the most critical resource for venture growth because with-
out legitimacy access to other resources will be difficult.  Adopting well-accepted HR phi-
losophies and practices can boost the firm’s legitimacy in the eyes of resource holders, and 
enhance long-term survival and performance of the firm (Cohen and Dean, 2005; Welbourne 
and Andrews, 1996).  Williamson and colleagues (Williamson, Cable and Aldrich, 2002) also 
suggest that adjusting recruitment practices according to institutional norms will help entre-
preneurial firms to attract better talent.  Hence, even though structural imprinting predicts 
consistency of the employment model from the start-up phase to the growth phase,   the ef-
fects of such imprinting may be attenuated by the level of institutional pressures a firm is ex-
periencing in the specific domain of human resource management. 
H4.  Institutional pressures experienced by the new venture weaken the imprinting rela-
tionship between employment models at the startup and the growth phase such that 
when there is high institutional pressure 
a).  The positive relationship between the core value coherence at the startup and core 
value coherence at  the growth phase will be less positive or change to negative. 
b).  The positive relationship between initial core value coherence and core value sta-
bility will be less positive or change to negative. 
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c).  The positive relationship between core value coherence at startup phase and consis-
tency of core values and HR practices at the growth phase will be less positive or 
change to negative. 
Another perspective of adaptation based on contingency theories emphasizes structural 
changes that match organizational structures to their competitive environment (Thompson, 
1967, Blau, 1970).  Under the assumption of strategic choice, managers navigate the best 
course to shield the core technologies of an organization from environmental fluctuations by 
constantly adjusting the operational mechanics or organizational structure (Child, 1972; 
Thompson, 1967).  Applying this perspective to human resource management, Wright and 
Snell (1998) highlighted the need for flexibility in human resource management in adapting 
to diverse and changing requirements.  Wright and Snell (pg. 758) define flexibility as “a 
firm’s ability to quickly reconfigure resources and activities in response to environmental 
demands”.  Taking the view that the primary role of strategic HRM should be to promote a fit 
with the demands of the competitive environment, the authors posit that in a stable, predict-
able environment, organizations might efficiently achieve such a “fit” by  using bureaucratic 
(transaction-based) systems that focus on developing a human capital pool with a narrow 
range of skills and HR systems that elicit a narrow range of employee behavior; whereas in a 
dynamic, unpredictable environment, organizations might achieve this by using organic HR 
systems (commitment-based) that promote the development of a human capital pool possess-
ing a broad range of skills and that are able to engage in a wide variety of behavior (pg. 758).  
Hence, although structural imprinting predicts consistency of the employment model from the 
startup model to the growth phase, the level of environmental changes experienced by the 
firm may change that course. 
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 H5.  Environmental changes experienced by the new venture weaken the imprinting re-
lationship between employment models at the startup and the growth phase such that 
when there is high environmental dynamism 
a). The positive relationship between the core value coherence at the startup and core 
value coherence at the growth phase will be less positive or change to negative. 
b).  The positive relationship between initial core value coherence and core value sta-
bility will be less positive or change to negative. 
c).  The positive relationship between core value coherence at startup phase and consis-
tency of core values and HR practices at the growth phase will be less positive or 
change to negative. 
 
4.4 Methods 
4.4.1 Sample and Data Collection 
 
Sample firms in this study were identified and screened mainly from two sources:  Sin-
gapore SME 500 and a list of 400 local companies funded by VCs in 2000 and 2001, ex-
tracted from the Singapore Venture Capitalists Association Directory.  Singapore SME 500 
represents a group of small and medium enterprises that have done relatively well in building 
up their business.  It also provides the basic information for us to screen for industry sector, 
firm size and firm age.  The list of VC funded firms represents another assortment of compa-
nies with sufficient growth potential to attract venture capitalist funding, and the funding 
years ensures that most of the firm will fall into the age bracket I am targeting.  I choose high 
tech sector since the rate of growth and change in this sector is generally faster than more tra-
ditional industry, providing a good sample to assess change and stability of organizational 
core elements. 
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After initial screening of firm age (target range from 3 to 10 years old), size (target em-
ployee size of 10 to 200)4, sector (high-tech firms) and chief executive’s name and contact 
through archival data and phone verifications, 270 firms were contacted by email, with fol-
low-up phone calls.  Representatives of 70 firms agreed to participate, resulting in a prelimi-
nary response rate of 26 percent.  Out of the 70 firms interviewed, 60 firms filled out at least 
part of the questionnaire that was designed to capture the variables in this study, and thus be-
comes the final set of sample I use to test the conceptual model.  Average age of the final set 
of firms is 6.4 years, and the average number of employees was 47.  
Data collection was conducted in two steps:  A face-to-face interview with the chief ex-
ecutive (who is also the founder, or a member of the founding team) of the firm was con-
ducted with structured questions (Appendix 1) together with a short survey (Appendix 2) ad-
ministered during the interview to capture general information of the firm, core values related 
to employment model during the startup phase, and the composition of the core team at the 
startup and the growth phases.  Interviews typically lasted from 30 minutes and 90 minutes, 
depending on the time available with the chief executive.  Each interview was tape-recorded 
for transcription.  At the start of the interview, I collected the general information of the firm, 
such as year of establishment and employee size of the firm.  I then identified together with 
the chief executive the transition point of the firm from the startup to the growth phase, using 
the criteria I listed above (pp. 81), before administering the questionnaire relating to the em-
ployment model of the firm during the startup phase, and collecting information on the 
startup and the current core team using structured questions.  A separate questionnaire (Ap-
pendix 3) was administered to the person in charge of HR (as identified by the chief execu-
tive) regarding the current employment model (core values and HR practices) and perceived 
                                                 
4 I follow the Stanford Project of Emerging Companies (SPEC) in screening for firm age and firm size, for rea-
sonable recall, and sufficient size to require the minimum of organizational structure. 
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 institutional pressures.  Completed questionnaires were collected either via email or in per-
son. 
4.4.2 Measures of Key Variables 
 
Core team variables 
Taking into consideration the relatively simple structure of entrepreneurial firms com-
paring to large, established organizations, and that people with lesser titles may play impor-
tant strategic roles in the early stages of the firm, I adopt the terminology of core team rather 
than top management team to include individuals reporting directly to the top executive of a 
new venture, and have a significant impact on the strategies and practices of the firm despite 
their titles (Leung, 2003).  Based on the information provided by the chief executive on the 
composition of the startup core team (members who joined the firm during the startup phase) 
and the current core team, I measured team variables in the following manner: 
Shared organizational experience of the startup core team is measured in two steps fol-
lowing Eisenhardt and Schoonhoven’s (1990) method:  First, I determine the number of 
startup core team members who had worked with another startup core team member for at 
least six months before the founding of the firm.  Second, I divide this number by the total 
number of the startup core team.  This variable ranges from 0 for teams in which no members 
had worked together before, to 1 for teams in which all the members had shared organiza-
tional experience. 
Functional diversity of the startup core team is measured in relation to eight categories, 
covering a range of functional roles, including general management, finance and accounting, 
sales and marketing, R&D and engineering, administration, etc. (Hambrick et al., 1996).  The 
diversity score is calculated with the Gibbs-Martin index (Blau and Schwartz, 1984) adopted 
by most diversity studies, 1 -  ∑ pi2 whereby pi is equal to the proportion of team members in 
each functional category i.  The score ranges from 0 for teams in which all members fall in a 
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single category of functional role before joining the new venture, and 1 for teams in which 
each member had a different functional role.  The higher the score, the more diverse is the 
team. 
Change in core team membership is measured as sum of the number of additions to the 
core team and the number of departures from the core team (Boeker and Wiltbank, 2005), 
divided by current team size. 
 
Employment model variables 
Core values underlying the four types of employment models (see Figure 2) are cap-
tured by 28 items (four subscales of 7 items each measuring each type) developed in accor-
dance to the competing values framework (Quinn and Spreitzer, 1991; Yeung, et. al., 1991).  
Both the chief executive and the HR-person-in-charge were asked to indicate on a 7-point 
scale the extent to which the given statements describe the characteristics and core values of 
their firm during the startup phase (indicated by the chief executive), and at the present time 
(indicated by the HR person-in-charge).  The scale measuring a clan-type organization with 
operating values emphasizing “participation and open discussion” consisted of statements 
such as “our organization is a very personal place.  It is like an extended family.  People seem 
to share a lot of themselves.”  The scale measuring a adhocracy with operating values focus-
ing on “innovation and change” consisted of statements such as “the glue that holds our or-
ganization together is commitment to innovation and development.  There is an emphasis on 
being first with products and services”.  The scale measuring a hierarchical organization with 
operating values emphasizing “control, centralization” consisted of statements such as “our 
organization is a very formal and structured place.  People pay attention to procedures to get 
things done”.  The scale measuring a market type of organization with operating values em-
phasizing “efficiency, productivity, profitability” consisted of statements such as “our organi-
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 zation emphasizes outcomes and achievement.  Accomplishing goals is important”.  Reliabil-
ity tests on the scales for the respective value sets result in Cronbach’s α values ranging from 
.67 to .83 from responses from the chief executive on the startup phase, and .80 to .84 from 
responses from the HR-person-in-charge reporting current status.  
The dominant set of core values is calculated by comparing the mean scores of each 
type and identifying the one with the highest score (Yeung, et al., 1991).  Coherence of the 
dominant set of core values (C) is calculated by C = 1 – s/μ (1 - coefficient of variation) of 
scores from all the seven items measuring that particular model, where s is the standard de-
viation and μ the mean of the measured items.  Coefficient of variation is generally used to 
assess variation among a set of scores (Allison, 1978; Smith, et al., 1994), within the range 
from 0 to 1.  Stability and change of core values is measured by comparing the dominant set 
of values at the startup phase with the dominant set of values now.  Stability is coded 0, and 
change is coded 1. 
Types of HR practices are measured by a 44-item scale adapted from Lepak and Snell 
(2002) measuring different bundles of HR practices in job design, recruitment and selection, 
training and development, performance appraisals, and compensation and rewards.  Examples 
of the items are “employees perform jobs that require them to participate in cross-functional 
teams and networks” (collaboration-based); “The Recruitment/selection process for employ-
ees assesses their specific skills” (productivity-based); “Our training activities for employees 
require extensive investment of time/money” (commitment-based); “Our performance ap-
praisals assess compliance with preset behaviors, procedures, and standards” (compliance-
based).   The mean scores for the respective types of HRM practices are:  4.8 for commit-
ment-based HR (sd = .8); 5.6 for collaboration-based HR (sd = 1.1); 3.91 for compliance-
based HR (sd = 1.44); and 5.44 for productivity-based HR (sd = .84).  The Cronbach’s α val-
ues of the scales range from .70 to .78.  
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The dominant set of HR practices is identified by comparing the mean scores of each 
set.  A match between core values and HR practices is coded 1 when the dominant set of core 
values and HR practices falls in the same quadrant as illustrated in Figure 2, otherwise it is 
coded 0, indicating a mismatch between core values and HR practices.  
 
Variables for adaptive pressures 
  Environmental dynamism is operationalized using the 3-item, 7 point scale developed 
by Miller and Droge (1986).  Wiklund and Shepherd (2005) split a similar set of scale devel-
oped by Miller (1987) with 4 items containing 4 pairs of opposite statements of forced choice 
type into a 8-item, 7-point scale.   Following their lead, I split the 3 pairs of statements in 
Miller and Droge’s scale into 6 individual items with 7-point scale.  Examples of the items 
are “our firm rarely changes its marketing practices to keep up with the market and competi-
tors”; “The modes of production/service change often and in a major way”.  The Cronbach’s 
α value of the scale is .77. 
 I created the measures for institutional pressures by following closely the description 
of the three types of isomorphic pressures defined by DiMaggio and Powell (1983).  The 
scale consists of fifteen 7-point items measuring the extent of influence from a specific 
source on the firm’s human resource management practices, designed to capture the three di-
mensions of coercive, mimetic and normative pressures.  The scale was developed in consul-
tation with three professors with expert knowledge in the area, and a pre-test was run with 5 
HR specialists in the field.  Respondents were asked to indicate to what extent a certain 
source exert influence on the HR philosophies and practices of their firm.  Examples of the 
items are “government regulations, legislations, and directives”; “Practices of leading firms 
in our industry”; “Learning from business class(es) or business gurus”.  An exploratory factor 
analysis using Promax rotation (a type of oblique rotation since the three factors are consid-
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 ered as correlated, Tabachnick and Fidell, 2001) was run on the data collected, based on a 3-
factor structure indicating three sources of institutional pressures (extraction sum of square 
loadings cut off at 1.17; cumulative variance at 46.6%):  coercive pressures from the govern-
ment (coercive-gov’t, 2 items, α = .73), normative pressures from business partners (norma-
tive, 5 items, α = .76) and mimetic pressures from the industry (mimetic, 4 items, α = .77).  
The item on pressures from trade union is dropped because it generally does not apply in the 
Singapore context.  Three other items were dropped using coefficient cut-off point at .4 level 
after the confirmatory factor analysis (dropped items marked in Appendix 3).  An index for 
institutional pressures was formed by collapsing the scores obtained from the 3 types of pres-
sures (α = .75). 
 
Control variables 
Startup team size and founder experience are controlled for when testing the imprint-
ing effects of the startup core team on the coherence of the initial employment model.  
Startup team size is the total number of core team members during the startup phase, includ-
ing people who had left the firm.  Founder experience is operationalized as the years of in-
dustry experience the lead entrepreneur (the person who come up with the vision and take the 
lead to gather resources for founding the new venture, Ensley, Carland and Carland, 2000) 
had before starting the new venture. 
Current firm age and firm size are controlled for when analyzing the imprinting ef-
fects of the initial employment to the later model, and the moderating effects of environ-
mental dynamism and institutional pressures.  In analyzing the moderating effects of change 
in team membership (team add-drop), I substituted firm size with growth team size as a con-
trol, as the focus of this hypothesis is on the influence of the core team. 
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Taking the possible imprinting effects of founding ownership on core teams and or-
ganizational structure (Finkelstein and Hambrick, 1996; Geeraerts, 1984), I included found-
ing ownership structure as a control in all the regression analyses.  A binomial variable of 0 
and 1 represents the absence or presence of institutional ownership (VCs or corporate inves-
tors) at founding. 
4.5 Data Analysis and Results 
4.5.1 Descriptive Statistics 
 
Table 4.1 contains the descriptive statistics of the key variables used in the analysis, 
and their bivariate correlations.  The alpha values of multiple-item scales are reported in pa-
rentheses.  Specific type of employment models during the startup and the growth phase of 
firms are not included as independent or dependent variables, but are used to identify the 
dominant set of values and practices, and to construct the coherence scores and the change 
and match indices.  Of the 60 firms reported their startup model, 25 firms were identified as 
clan type (group values), 21 firms as adhocracy (developmental values) and 9 firms as market 
type (rational values).  Five of the firms identified dual sets of values (a tied score of two sets 
of values).  For the growth phase models, 15 firms were identified as clan type, 11 firms ad-
hocracy, 2 firms hierarchy, and 24 firms market.  8 firms possess dual sets of values.   In the 
case of dual values, the average coherence scores of the two sets of values is taken as the fi-
nal coherence score, and stability and match in employment models are coded when at least 
one set of the dual values persists/ or matches with the dominant set of practices.  Based on 
my operationalization, 22 firms change their employment model (dominant set of values) 
from startup to growth, and 19 firms reported a match between core values and HR practices 




 Table 4.1  Means, standard deviations, and bivariate correlations of key variables
Variables Mean Std. Deviation minimum Maximum 1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 Firm Age 6.42 2.55 3.00 13.00 1.00              
2 Firm Size (log) 1.48 0.41 0.78 2.48 0.30** 1.00             
3 Founder Exp 11.48 6.49 0.00 25.00 -0.08 0.20 1.00            
4 ST TM Size 4.18 1.90 1.00 9.00 -0.05 0.30** 0.11 1.00           
5 GR TM Size 5.87 1.86 2.00 11.00 0.08 0.56*** 0.14 0.50*** 1.00          
6 ST SOrgExp 0.37 0.40 0.00 1.00 -0.20 0.18 0.31** 0.35*** 0.16 1.00         
7 ST FuncDiv 0.51 0.24 0.00 1.00 0.25* 0.18 -0.05 0.25* 0.11 0.22 1.00        
8 STM Cohe 0.86 0.10 0.34 1.00 -0.12 0.09 -0.20 0.13 0.22* 0.22 0.01 1.00       
9 TM Add/Drop 0.40 0.32 0.00 1.50 0.35** 0.16 -0.06 -.35*** 0.22* -0.35 -0.20 -0.22 1.00      
10 Insitutional pressures 3.77 0.90 1.87 5.60 0.20 0.20 -0.02 0.10 0.06 0.09 0.28** 0.13 -0.09 (0.75)     
11 Environmental dynamism 4.60 1.12 2.33 7.00 -0.06 0.03 -0.04 -0.04 0.08 -0.19 -0.03 0.13 -0.07 0.13 (.77)    
12 GRM Cohe 0.88 0.09 0.34 1.00 -0.06 0.20 -0.08 0.04 0.16 0.05 -0.05 0.61*** 0.04 0.16 0.17 1.00   
13 Model Change 0.39 0.49 0.78 2.48 0.24* 0.13 -0.04 0.08 0.12 0.02 -0.33 -0.07 0.18 -0.01 -0.08 0.11 1.00  
14 Model Match 0.39 0.49 0.00 1.00 0.10 0.24* -0.02 0.01 0.03 0.07 0.16 0.22* 0.08 0.14 -0.07 0.21 -0.07 1.00
15 Presence of Insitutional Ownership 0.30 0.46 0.00 1.00 0.06 0.38*** 0.12 0.35*** 0.20 0.20 0.31 0.17 -0.13 0.19 -0.06 0.05 -0.08 0.30**
N = 60    *  Correlation is significant at .10 level;    **  Correlation is significant at .05 level;     ***  Correlation is significant at .01 level
α value in ( )
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 4.5.2 Imprinting Effects of New Venture Core Team on the Startup Employment Model 
 
 To test hypotheses 1a to 1c, hierarchical regressions were used on the effects of 
startup core team’s prior shared organizational experience and functional diversity on the ini-
tial design of the employment model (value coherence), controlling for founding ownership 
structure, founder experience and startup team size.  To test the interaction effect of shared 
organizational experience and team diversity in model 3, I centered the variables by subtract-
ing their means from their original scores to avoid the problem of multicollinearity (Tabach-
nick and Fidell, 2001).  The statistic results are reported in Table 4.2.  I found evidence in 
support of hypothesis 1a (ß = .29, R2 = .11, p < .10).  However, I did not find significant ef-
fects from team functional diversity, nor interaction effects between shared organizational 
experience and functional diversity on the coherence of values underlying the dominant em-
ployment model.  Hence hypotheses 1b and c are not supported. 
Table 4.2  Regression Results on Effects of Startup Team on Coherence of Initial Employment Model
Model  Standardized Coefficients Collinearity Statistics
Beta Tolerance VIF
1 (Constant)
Presence of Insitutional Ownership 0.16 0.88 1.13
StartupTeam Size -0.08 0.89 1.13
Founder Experience -0.14 0.98 1.02
Control effect F ratio 0.74
R 2 0.04
2 (Constant)
Presence of Insitutional Ownership 0.14 0.82 1.23
StartupTeam Size -0.16 0.78 1.28
Founder Experience -0.22 0.87 1.15
StartupTeam SharedOrgExp 0.29* 0.77 1.30
StartupTeam FuncDiversity 0.01 0.78 1.29




Presence of Insitutional Ownership 0.14 0.81 1.23
StartupTeam Size -0.15 0.78 1.28
Founder Experience -0.22 0.86 1.16
StartupTeam SharedOrgExp 0.29* 0.77 1.30
StartupTeam FuncDiversity 0.02 0.74 1.34
SharedOrgExp*FunctionalDiv 0.06 0.93 1.08
Interaction effect F ratio 0.19
R 2 0.11
R  ∆ 0.00
 Dependent Variable: StartupModel coherence
N = 54    *  p ≤ .10;    **  p ≤ .05;     ***  p ≤ .01  
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 4.5.3 Structural Imprinting of the Initial Employment Model 
 
Hierarchical logistic regressions and hierarchical OLS regressions were used to test 
whether the initial employment model imprints on the employment model during the growth 
phase.  The first set of logistic regressions testing the effects of initial model coherence to 
stability of the employment model found no significant result.  Hence hypothesis 2a is not 
supported.  In the OLS regressions testing the initial model coherence to growth model co-
herence, we found evidence supporting hypothesis 2b.  Controlling for founding ownership 
structure, firm age and firm size, the initial core values coherence is strongly and positively 
related to the value coherence at the growth phase (ß = .61, R2 = .41, p < .01).  Detailed sta-
tistics are reported in Table 4.3.  Logistic regression run on effects of startup model coher-
ence on growth model consistency (match between HR values and practices) did not produce 
significant results.  Hence hypothesis 2c is not supported. 
Table 4.3  Regression Results on Effects of Startup Model Coherence on Growth Model Coherence
Model  Standardized Coefficients Collinearity Statistics
Beta Tolerance VIF
1 (Constant)
Presence of Insitutional Ownership -0.04 0.86 1.17
Firm Age -0.13 0.90 1.11
FirmSize 0.26* 0.78 1.29
Control effect F ratio 1.10
R 2 0.06
2 (Constant)
Presence of Insitutional Ownership -0.13 0.84 1.19
Firm Age -0.02 0.87 1.15
FirmSize 0.20* 0.77 1.30
StartupModel coherence 0.61*** 0.94 1.06
Main effect F ratio 32.3***
R 2 0.41
R  ∆ 0.35
 Dependent Variable: GrowthModelCoherence
N = 58    *  p ≤ .10;    **  p ≤ .05;     ***  p ≤ .01
 
 
4.5.4 The Moderating Effects of Core Team Change 
 
The interaction of team membership change with the main effects of initial value co-
herence on later employment model was tested with both hierarchical OLS regressions and 
logistic regressions.  The regression results (Table 4.4) show that while the rate of change in 
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 team membership does not have a direct effect on value coherence at the growth phase, the 
interaction effect (team add-drop rate centered) change the positive relationship between ini-
tial value coherence and value coherence at the growth phase from positive to negative (ß = -
.29, R2 = .15, p < .10), as demonstrated by Chart 4.1.  Hence we found evidence in support of 
hypothesis 3a.   
Logistic regressions on the moderating effects of change in team membership show 
no significant results on either stability of employment or internal consistency of the growth 
model, hence hypotheses 3b and 3c are not supported. 
Table 4.4   Moderating Effects of Change in Team Membership
Model  Standardized Coefficients Collinearity Statistics
Beta Tolerance VIF
1 (Constant)
Presence of Insitutional Ownership 0.01 0.94 1.06
Firm Age 0.04 0.97 1.04
GrowthTeam Size -0.10 0.92 1.09
Control effect F ratio 0.18
R 2 0.01
2 (Constant)
Presence of Insitutional Ownership 0.00 0.88 1.13
Firm Age 0.05 0.84 1.19
GrowthTeam Size -0.16 0.85 1.17
StartupModel coherence 0.27* 0.91 1.10
Team Add/Drop 0.11 0.78 1.29




Presence of Insitutional Ownership -0.01 0.88 1.13
Firm Age -0.01 0.80 1.25
GrowthTeam Size -0.16 0.85 1.17
StartupModel coherence 0.35** 0.84 1.19
Team Add/Drop 0.09 0.77 1.30
StartupCohesion*TeamAddDrop -0.29** 0.84 1.20
Interaction effect F ratio 4.0**
R 2 0.15
R  ∆ 0.07
 Dependent Variable: GrowthModelCoherence
N = 54    *  p ≤ .10;    **  p ≤ .05;     ***  p ≤ .01
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4.5.5 The Moderating Effects of Adaptive Pressures 
 
 The interaction of adaptive pressures with the imprinting effects of the initial core 
values to the later employment model was tested again with both OLS and logistic regres-
sions.  Tested on their own, there were no main effects from environmental dynamism and 
institutional pressures on value coherence of the employment model at the growth phase.  
The interaction effect of institutional pressures was not significant at the combined index 
level.  When I re-run the OLS regressions (Table 4.5) breaking down institutional pressures 
into the three dimension of coercive, normative and mimetic pressures, however, results 
showed that the interaction effects from coercive and normative pressures were significant (ß 
= -.36 for coercive pressures;  ß = .34 for normative pressures, R2 = .70, p < .01).  Chart 4.4 
and 4.5 demonstrate the moderating effects.  Hence I found mixed support for hypothesis 4a.  
The interaction effect from environmental dynamism was significant, and turned the positive 
effect of initial value coherence on value coherence at the growth phase to negative (Chart 
4.6), providing support for my hypothesis 5a (ß = -.29, R2 = .70, p < .01).  
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 Table 4.5  Moderating Effects of Adaptive Pressures
Model  Standardized Coefficients Collinearity Statistics
Beta Tolerance VIF
1 (Constant)
Presence of Insitutional Ownership -0.03 0.87 1.15
Firm Age -0.11 0.91 1.10
FirmSize 0.21 0.80 1.26
Control effect F ratio 0.67
R 2 0.04
2 (Constant)
Presence of Insitutional Ownership -0.15 0.75 1.33
Firm Age -0.01 0.82 1.22
FirmSize 0.21 0.60 1.65
StartupModel coherence 0.64*** 0.72 1.39
CoercivePressuresGov't -0.10 0.57 1.77
Normative Pressures 0.12 0.80 1.25
Mimetic Pressures 0.04 0.74 1.35
EnvironmentalDynamism 0.11 0.93 1.07




Presence of Insitutional Ownership -0.17 0.62 1.62
Firm Age 0.02 0.76 1.32
FirmSize 0.12 0.57 1.75
StartupModel coherence 0.24* 0.44 2.26
CoercivePressuresGov't 0.14 0.47 2.13
Normative Pressures -0.01 0.57 1.76
Mimetic Pressures -0.11 0.62 1.61
EnvironmentalDynamism 0.16 0.84 1.19
STModel Coherence*coerciveP -0.36*** 0.54 1.86
STModel Coherence*NormativeP 0.34*** 0.46 2.20
STModel Coherence*MimeticP -0.03 0.53 1.89
Model Coherence*EnvironmentalDyn -0.29*** 0.69 1.45
Interaction effect F ratio 9.23***
R 2 0.70
R  ∆ 0.28
 Dependent Variable: GrowthModelCoherence
N = 51    *  p ≤ .10;    **  p ≤ .05;     ***  p ≤ .01
 




















































































Results of logistic regressions found no main or interaction effects from institutional 
pressures and environmental dynamism on employment model stability and consistency of 




Taking the upper echelon assumption that organizations are a reflection of their top 
managers (Hambrick and Mason, 1984), and using imprinting as the main theoretical back-
bone, this paper proposes and tests a theoretical model that allows us to trace the influence of 
the core teams in new ventures on the evolution of the employment model during the startup 
106 
 and growth phases of the firm, while simultaneously taking into account forces of structural 
inertia and pressures for rational adaptation.  My findings, though based on a relatively small 
sample, support the central proposition of the paper that in understanding stability and change 
of employment models in new ventures, we need to consider both the imprinting effects from 
the new venture core team and the initial structure, and the pressures for change coming from 
the environment.  The initial design of the employment model reflects the personal values 
and experience of the members of the founding core team.  The core team members’ level of 
shared organizational experience prior to joining the new venture (which is presumably asso-
ciated with a higher level of shared cognition), contributes to the value coherence of the ini-
tial design,(H1a).   
Once the initial employment model has been established, the effects of structural iner-
tia come into play.  Data from the firms in this sample suggest that the coherence of the initial 
employment model (initial dominant set of values) is positively related to value coherence of 
the model at the growth phase (H2b).  Change in team membership, however, can reverse that 
positive relationship to negative, supporting my arguments that the value commitments and 
established interests of the power-holding group can be a strong inertia force.  Once that 
power base has been shifted, the imprinting effects may disappear as well, affecting the value 
coherence of the growth model (H3a).   Furthermore, findings from this paper also provide 
reasonable support for my argument that the imprinting effects can be eroded by adaptive 
pressures.  Firms facing pressures from their institutional and competitive environment are 
more inclined to adapt their employment models.  My results show that institutional pressures 
can interact with the imprinting effects in a complex manner.  Coercive pressures from the 
government seem to cause incoherence in core values when firms attempt to adapt, whereas 
normative pressures from external professional bodies, or transmitted through professionals 
joining the firm seem to lead firms to adapt in a coherent manner (see results in Table 4.5).  
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 Changes in the competitive environment also seem to compel new ventures to adapt their 
management philosophies and organizational practices to fit with new demands, leading to a 
shift from the initial model despite the imprinting effects.   
The question of whether organizations should embrace continuous change or adhere 
to their founding principles and practices has been the center of the debate between two ma-
jor theoretical camps for more than three decades.  Organizational ecologists argue that core 
elements of organizations rarely change because they are the sources of legitimacy resulting 
from organizational reliability and accountability (Hannan and Freeman, 1984, pg. 153 to 
154).  Potential members, investors and other interested parties apply the test of reliability 
and accountability to new ventures.  Unreliability and a breakdown of accountability at any 
stage of the organization threaten the organization’s ability to maintain the commitment of its 
members and clients, and undermine its ability to acquire additional resources.  It is, there-
fore, important for organizations to develop and institutionalize a coherent employment rela-
tions blueprint, and once such a blueprint has been adopted, it is risky and costly for an or-
ganization to alter it (Baron et al., 2001; Baron and Hennan, 2002).  Adaptation perspectives, 
however, suggest that to be effective, organizations need to constantly adapt their structure to 
environmental changes (Thompson, 1967; Van de Ven and Poole, 1995). In response to insti-
tutional pressures, it may be rational to revise organizational structures in accordance with the 
prevailing, normatively endorsed modes of organizing, in order to move toward the prefig-
ured end state (DiMaggio and Powell, 1983; Washington and Ventresca, 2004).  Firms that 
do not adapt will perish, due to the loss of competitive power or legitimacy.   
As more and more scholars have noted in recent years, there is a need to examine ac-
tion and structure together to explain stability and change, and to understand internal and ex-
ternal sources leading to different change paths (Barnett and Carroll, 1995; Pettigrew, 1987; 
Van de Ven and Poole, 1995; Volberda and Lewin, 2003).  Likewise, the evolution of em-
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 ployment models in growing new ventures can be viewed as an iterative, multi-level process, 
shaped by “the interests and commitments of individuals and groups, the forces of bureau-
cratic momentum, gross changes in the environment, and manipulation of the structural con-
text around decisions (Pettigrew, 1987).  By taking path dependency arguments as the start-
ing point and proceeding to take adaptive pressures into account, this paper provides an itera-
tive framework that will allow empirical tests on forces influencing change and stability of 
organizational structures simultaneously, and yet teasing out their specific effects. 
In highlighting the imprinting effects from the core team on a key organizational ele-
ment such as the employment model, this study affirms the existing upper echelon research 
and extends it beyond its heretofore predominant focus on the relationship between team 
characteristics and firm performance.  In particular, this study traces the effects of the charac-
teristics of the founding core team effects on organizational structures from the founding 
stage to the growth stage of the firm.  As organizational designers, core team members can 
exert long-lasting effects on organizational features, either through direct influence of the 
dominant coalition within the power structure of the firm, or the indirect effect of structural 
inertia through the initial organizational design that the team members collectively estab-
lished.  It is important to recognize that over and above environmental and structural imprint-
ing, another important source of imprinting effects are from people who design the organiza-
tion in the first place.   
Our theoretical model shows how the imprinting perspective can be linked to the up-
per echelon perspective.  Though some scholars have suggested that values, experience and 
world views of the founding core team members influence the culture and the organizational 
design of new ventures (Baron, et al., 1996, Brittain and Freeman, 1980; Clark, 1972), the 
actual mechanism whereby the decisions of the founding core teams of new ventures imprint 
on organizational structures and policies at a later time has rarely been examined.  This paper 
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 lays out the paths of imprinting whereby characteristics of the founding core teams, and the 
initial organizational structure they have created, influence core features of the organization 
such as the employment model at a later stage in organizations’ development.  It also illus-
trates how the employment model can subsequently be modified by changes in team mem-
bership.  It thus provides a conceptual foundation for future empirical research in this area.  
The theoretical framework built in this paper also carries implications for future HRM 
research.  Presently, one stream of strategic human resource management literature empha-
sizes the need for adaptation in response to various contingencies, and suggests that organiza-
tional effectiveness depends on the ability of firms to develop an employment model that is 
congruent with their basic organizational strategy and other aspects of management (Miles 
and Snow, 1984; Delery and Doty, 1996).  Another stream of literature, reflecting a univer-
salistic institutional perspective, claims that certain  HR practices are always desirable,  and 
should be adopted by  all organizations  (Pfeffer, 1994).  Most of the extant literature, how-
ever, does not explain the origin or evolution of differences in the employment model in dif-
ferent organizations, or to address the forces of change or stability in the context of evolving 
internal and external conditions (Wright and Snell, 1998). To meaningfully address the or-
ganizational realities surrounding the choice between fit and flexibility in relation to the evo-
lution of employment models over time, it is important to gain a better understanding of how 
these models originate and how and why they change or stay the same.  By conceptualizing 
the employment models with the dual dimension of core values and HR practices, the frame-
work used in this paper can provide a useful tool for future research to examine human re-
source management systems in a dynamic context. 
Organizational core elements such as the employment model can have significant ef-
fects on organizational survival and performance (Barnett, 1994; Baron and Hannan, 2002; 
Greve, 1999).  Understanding how employment models originate and evolve in new ventures 
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 is hence an important research agenda.  Though there has been growing awareness of the im-
portance of human resource in the success of relatively young, small firms with strong 
growth intentions, the area is still very much under-researched (Cardon and Stevens, 2004).  
Since empirical studies on the change and stability of employment models in new ventures 
still involve exploration of virtually uncharted territory, the current study represents only a 
very preliminary effort to contribute to the field.  Based on the conceptual model, further ef-
forts need to be made in refining the research design as well as the operationalization of the 
variables, some of which are measured in a rather crude manner.  Moreover, since my con-
ceptual model draws from multiple streams of literature and is being tested for the first time 
with a small set of sample firms, the results are indicative rather than conclusive.  Substantial 
empirical work will still be needed to validate and refine the current model and the instru-
ments used.  The current study also relies solely on recall data from a single individual (the 
founder/executive of the firm) in regard to the startup phase, which can undermine reliability 
and result in a relatively large margin of error.  Future research collecting longitudinal data 
from multiple respondents, or focusing on in-depth case studies of individual firms through 
their different developmental phases can provide more solid and reliable tests of the model. 
Limitations not withstanding, I hope that my theoretical model, followed by substan-
tive empirical studies, will contribute to the understanding of the relationships among factors 
leading to stability and change of employment models, providing a frame of reference for 
new ventures in designing and engineering change in the employment models.  At the startup 
phase of a firm, the entrepreneur may not have the luxury of time to deliberate on organiza-
tional design.  The awareness of how shared prior experience may help firms to arrive at a 
more coherent organizational design may provide food for thought for entrepreneurs in put-
ting their initial team together.  The imprinting effects of initial organizational design on later 
values and practices of the firm, and the adaptive pressures from the external environment as 
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 demonstrated by this study may also be of reference value to entrepreneurs in planning for 
transitions and changes during different developmental phases of the firm:  A change in core 
team membership may ease the way for change in structures and systems.  In responding to 
adaptive pressures, new ventures also need to be aware that its internal fit between values and 
practices can be jeopardized.  Since the well-being of an organization may depend on both its 
ability to adapt its structures with external demands, and at the same time maintaining an in-
ternal consistency of its values, structures and processing to ensure smooth functioning of the 
organization and manage expectations of stake holders (Hannan and Freeman, 1984; Miller, 
1992), entrepreneurs will need to make a conscious effort to strike a balance between the two.  
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Chapter 5:  
 
Discussion and Future Research Direction 
 
Human resources are a key source of competitive advantage, be it in large, established 
corporations, or young and emerging firms (Barney and Wright, 1998; O’Reilly and Pfeffer, 
2000).  The earliest HRM efforts in new ventures are important not only in the here-and-now 
function of managing the firm’s relationships with its employees, but also as the basis for lay-
ing out the direction, manner and historical context of the future HRM system of the firm 
(Katz and Welbourne, 2002).  Studies in this thesis focus on examining those early HRM ef-
forts in the context of core team formation and employment model design. 
While traditionally research in human resources in new ventures tends to focus on the 
persona of the entrepreneur, increasing attention has been given to new venture core teams in 
recent years (Chandler, et al., 2005; Cooney, 2005).  The quality of core human resources in 
the form of top management teams has been associated with new venture survival and growth 
(Eisenhardt and Schoonhoven, 1990; Kor, 2003; Weinzimmer, 1997).  Yet, how new venture 
teams become what they are has received relatively little attention.  The limited literature on 
how teams are formed, and what influences their characteristics mainly focuses on how the 
founding team gathers together, and what are some of the factors affecting team turnover af-
terwards (Boeker and Wiltbank, 2005; Chandler, et al., 2005; Reuf, et al., 2003).  Further-
more, studies of TMT effects on organizations seldom go beyond the team or organizational 
performance parameters (e.g. team viability, Foo, et al., 2006; venture growth, Birley and 
Stockley, 2001) to look into how team characteristics can also affect design and evolution of 
organizational structures (see reviews on upper echelon literature, Carpenter et al., 2004; Car-
roll and Harrison, 1998; Finkelstein and Hambrick, 1996). 
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 In view of the identified gaps in current literature, studies in this thesis have attempted 
to address the following questions:  What are the particular channels entrepreneurs use to re-
cruit their initial core team members (chapter 2 and 3)?  How may those channels change due 
to different needs at different developmental phases of the firm, or in response to changing 
internal or external contexts (chapter 2 and 3)?  How do different internal and external con-
texts of the firm relate to varying team characteristics (chapter 3)?  How do different team 
characteristics imprint on human resource management values and practices during the 
startup and early growth phase of the firm, taking into account the effects of structural inertia 
and adaptive pressures from the environment (chapter 4)?   
In the following sections, I will discuss the research findings obtained by the studies 
included in this thesis, their theoretical contributions, and practical implications especially 
relating to the understanding of entrepreneurship and human resource management.  I will 
then conclude the chapter with a discussion on the limitations of my research, and possible 
future research directions. 
 
5.1 Research Findings  
 
In line with current research on HR practices in entrepreneurial firms (see Cardon and 
Stevens, 2004 for a review), research findings from my studies suggest that due to the liabili-
ties of newness and smallness faced by new ventures, as manifested in the high level of un-
certainty, the lack of organizational legitimacy, and limited organizational as well as financial 
resources, entrepreneurs tend to use their existing network ties in recruiting core team mem-
bers.  Adding to the extant literature, findings from my research further suggest that the type 
of network ties used can be different due to the needs to reach out to different types of talent.  
At the startup phase of the firm, entrepreneurs may not have the luxury to be choosy about 
which channels they recruit their team members from, despite their preferences.  Hence, team 
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 members can come from social ties (friends and family) or business ties (prior colleagues or 
business associates).   During the growth phase, however, entrepreneurs seem to make more 
deliberate efforts in seeking core team members with more diverse perspectives and compe-
tencies.  Business network ties (built through interactions with the firm’s business partners) 
become the preferred channels used in recruiting team members.  Adding insight to the de-
bate on the relative contribution of strong ties and weak ties to the entrepreneurial process 
(Hite and Hesterly, 2001; Hoang and Antoncic, 2003), my findings also suggest that due to 
the fine-grained information required in identifying personal-fit and value fit, entrepreneurs 
tend to lean towards strong/direct ties for acquiring core team members, whether they are 
from their personal social networks or business networks. 
 My research findings also suggest that internal organizational contexts such as owner-
ship structures can also affect how new ventures recruit their core team members, and what 
the teams become.  Though ownership structure has been considered as influencing factors 
for new venture team turnover (Boeker and Wiltbank, 2005), to the best of my knowledge, no 
study has thus far empirically examined the effects of different ownership structure on new 
venture team recruitment and team characteristics.  Furthermore, while literature on team 
formation has identified similarity-attraction and strategic consideration as two key decision-
making criteria in team member choice (Forbes, et al., 2006), little has been done to link dif-
ferent organizational contexts with the respective decision-making mechanism.  My study in 
Chapter 3 examines the effects of founding ownership structure on the formation and compo-
sition of new venture teams at both the startup and the growth phases.  Using “imprinting” as 
the main theoretical frame, I examined how the presence or absence of institutional owner-
ship at founding influences where core team members came from (different types of network 
ties), and what the composition of the team was (in terms of the level of functional diversity).  
Findings from the study suggest that while network recruitment is a prevailing practice 
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 among new ventures, firms with institutional ownership at founding tend have more func-
tionally diverse teams at both the startup and the growth phases.  The effects of founding 
ownership structure on organizational features at later stages (ownership imprinting) are also 
evident in the different proportions of indirect-tie hires in the growth teams due to the pres-
ence or absence of influence from institutional investors.  Such findings complements exist-
ing perspectives on, and at the same time add new insights to, how new venture teams be-
come what they are. 
Extending beyond the predominant theme focusing on the relationship between team 
characteristics and team/firm performance, this research also explores the issue of how dif-
ferent team characteristics imprint on core organizational elements such as the employment 
model.  My preliminary research findings suggest that the level of shared organizational ex-
perience among team members prior to the new venture can have an effect on the coherence 
of the initial employment model, as reflected in the dominant set of core values existing in 
the organization during the startup phase.  Consistent with the arguments of structural im-
printing (Baron, et al., 1999), my findings also suggest that the coherence level of the startup 
model is also reflected in the value coherence, as well as the consistency between values and 
practices of the employment model at the growth phase.  Such imprinting effects, however, 
can be moderated by the rate of change in the core team, and by adaptive pressures exerted 
from the institutional and competitive environment.   My findings suggest that change in the 
core team can weaken the imprinting effects such that the relationship between startup model 
coherence and growth model coherence becomes negative, and a high rate of change in core 
team membership results in a higher likelihood of change in the employment model.  Adap-
tive pressures, on the other hand, also have their share of influence over and above the im-
printing effects.  When interacting with the imprinting effects of startup model coherence on 
the employment model during the growth phase, institutional pressures exerted from govern-
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 ment influences, as well as environmental dynamism, change the positive relationship to 
negative.  The study represents one of the initial efforts to study change and stability of em-
ployment model in new ventures from their startup to their growth phase (also see Baron, et 
al., 1999), accounting for the simultaneous effects of core team imprinting, structure inertia 
and adaptive pressures. 
 
5.2 Theoretical Contributions of this Research 
 
 Research efforts in human resource management of emerging firms have been ham-
pered by the lack of well-developed models and frameworks which cater for the unique con-
text of such firms (Heneman and Tansky, 2002).  Drawing on multiple theoretical perspec-
tives, I have built up theoretical frameworks in the multiple studies included in this thesis to 
examine the unique challenges that young and small entrepreneurial firms face in acquiring 
their core human resources, and their  option of particular recruitment practices in response to 
such challenges (“system approach” under contingency theory); to explain the influence of 
conditions at founding, such as ownership structures, on core team formation and composi-
tion (path dependency); and to examine the effects of core team imprinting, structure inertia 
and adaptive pressures on change and stability of employment models in new ventures (path 
dependency versus rational adaptation).  Such theoretical models can provide a platform for 
conducting research in teasing out the unique features and dynamics in human resource man-
agement in entrepreneurial firms. 
The theoretical underpinnings and findings from my research also contribute to the 
enrichment of the streams of literature I draw from.  Mainstream HRM literature generally 
considers fit as the match between a particular pair of contingencies:  Micro HRM focuses on 
fit between the person and the work environment (P-E fit), whereas macro HRM stresses fit 
between HRM system and organizational strategy (Kozlowski and Klein, 2000; Schneider, et 
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 al., 2000).  Incorporating both micro and macro perspectives, and taking into account the or-
ganizational constraints new ventures face in acquiring human resources (liability of newness 
and smallness), the multi-dimensional framework of fit considerations I built in Chapter 2 
allows us to incorporate and enhance current theoretical perspectives in HRM research.   
Extant network research in entrepreneurship seems to suggest that while entrepreneurs 
rely more on strong, direct ties for resource acquisition at the startup of the new venture, 
weak ties play a more important role during the growth phase in bridging firms to more di-
verse information and resources needed for facilitating growth (Bruderl and Preisendorfer, 
1998; McEvily and Zaheer, 1999).  Findings from my research, however, revealed that for 
acquisition of human resources, strong ties seem to persist from the startup to the growth 
phase.  Such findings add insight to the network literature in that the function of a particular 
type of ties in resource acquisition may depend on the nature of the resource:  The need to 
identify “softer elements” such as “fit” and “trust” in acquiring human resources necessitates 
fine-grained information transfers through a prolonged period of interactions, which are much 
better transmitted through strong and direct ties (Chapter 2).  The extent to which new ven-
tures can recruit from direct ties, however, can be restricted by the availability of such ties, 
due to the network range and reach of the entrepreneur, which can be linked to his/her work-
ing experience before founding the firm, according to the findings from my study in Chapter 
3.  Furthermore, my findings also suggest that when new ventures seek financial resources 
from institutional investors, the extended network connections brought in by those investors, 
together with their strategic consideration in building up a core team with diverse competen-
cies to steer the venture to exponential growth, can result in an increase in the use of indirect 
ties in hiring.   The revelation of all those network dynamics in my studies enriches our un-
derstanding in the relationship between social capital and the entrepreneurial process. 
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 In examining antecedents to team characteristics, and the effects of such characteris-
tics on human resource management systems in the early years of emerging firms, my re-
search also contributes to the extension of the upper echelon research beyond the predomi-
nant theme focusing on the relationship between team characteristics and firm performance 
(Carpenter, et al., 2004).  While it is important to understand which type of team works best 
in a particular organizational or environmental context, my research findings bring out the 
important point that a combination of contextual factors such as organizational constraints 
and needs, and preferences of those in power, can shape the team in different ways despite 
what the “best team” should be.  Besides their effects on organizational performance and 
strategies, my findings also suggest that core team characteristics can imprint on core organ-
izational elements such as the employment model of the firm.  In illuminating that relation-
ship, I bridge the upper echelon literature with the imprinting literature, complementing and 
enriching research from both streams.  
 While focusing on the issue of human resource management in growing new ventures, 
this research also touches on a more generic theoretical question on whether organizational 
core elements change or stay the same over different developmental phases of the firm (Bar-
nett and Carroll, 1995; Baron, et al., 1999; Hannan and Freeman, 1984).  The theoretical 
model I built in the study of change and stability of employment models in growing new ven-
tures (Chapter 4) draws from both the path dependency and adaptation arguments, allowing a 
simultaneous test of the imprinting effects and adaptive pressures.  The findings tease out the 
particular paths leading to stability and change in employment models on the one hand, and 
the interactions between the respective forces of change and stability on the other.  My theo-
retical model echoes the recent calls for treating change and stability as simultaneous phe-
nomena in organizations (Barnett and Carroll, 1995; Leana and Barry, 2000; March, 1996), 
and provides a useful tool to move future research in such a direction. 
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 5.3 Practical Implications of this Research 
 
 Unlike HRM in large, established firms, it may not be possible for us to understand 
people management in young and small entrepreneurial firms by focusing on what the HRM 
department does, or by capturing well-documented, formalized HR policies and practices.  
Yet there is HRM going on in firms too small to have an HRM department, or even an HRM 
officer (Baron, et al., 1996; Leung, 2003; Katz and Welbourne, 2002).  In such firms HRM 
duties fall on to the shoulders of the founder and the core team.  Early HR practices, values 
and systems in those firms hence reflect the choices and actions those key personnel made 
during the firm’s formative stages (Baron, et al., 1996; Boeker, 1988; Schein, 1983).  The 
experience in human resource management of new ventures I captured in my study can pro-
vide guidance to entrepreneurs in anticipating human resource needs at different developmen-
tal stages of the firm, and in developing workable strategies to acquire the right talent. 
As new ventures launch onto their growth path, having the right talent that can expe-
dite the firm’s business vision through strategic planning and meticulous execution is impera-
tive for success (Eisenhardt and Schoonhoven, 1990; Kor, 2003), and is the key concern of 
new venture CEOs (Heneman, Tansky and Camp, 2000).  By revealing some of the underly-
ing dynamics affecting entrepreneurs’ decisions on how to hire and who to hire as their core 
team members during the startup and growth phases of the firm, this research suggests that 
personal preferences, strategic considerations and practical constraints can all play a part in 
influencing core team member choice and team compositions, and not necessarily in the same 
direction.  My research data revealed that due to the lack of financial and other organizational 
resources, and the absence of track-records in building up a reputation, new ventures may not 
have a level playing field in attracting and selecting talent from the market based on the no-
tion of “strategic fit” commonly applied in large, established organizations.  Entrepreneurs 
may thus need to improvise and “make do” with those they can reach based on their personal 
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 influences and connections.  Focusing too much on personal fit, on the other hand, may result 
in a functionally homogeneous team with narrow range of competencies that may inhibit the 
firm’s growth potential.  In navigating the new venture from startup to growth, entrepreneurs 
may need to make a conscious effort to balance the multiple fit considerations in building up 
their core team. 
In the early stages of new venture development it is the identification and acquisition 
of resources that is critical for the firm’s long term success (Chandler and Hanks, 1994; 
Brush and Greene, 1996).  Furthermore, it is the “resource bundle”, rather than a single type 
of resource, that form the basis of a firm’s competitive advantage (Lichtenstein and Brush, 
2001).  Entrepreneurs need to make judgments about what resource combinations best fit the 
current and future needs of the new venture (Penrose, 1959).  My research highlights the in-
terconnectedness among critical resources needed for firm growth by demonstrating that 
when entrepreneurs make the decision in securing financial resources through a particular 
channel (self-finance or bringing in institutional investors), it triggers a chain effects on hu-
man resource decisions as well.  For instance, by conceding a substantial share of the firm’s 
ownership to institutional investors, entrepreneurs not only make a decision on the source of 
financing for firm growth, but also a decision on how key positions are going to be filled.  
The realization of how various resource decisions can be interconnected should help entre-
preneurs in making informed decisions in trying to acquire the best “resource bundle” for the 
firm. 
 By fleshing out the relationships among factors leading to stability and change of em-
ployment models, this research also provides food for thought in organizational design and 
change.  At the startup phase of the firm, organizational design can be a reflection of the past 
experience of the founder and the core team (Boeker, 1988; Brittain and Freeman, 1980).  My 
research findings highlight shared organizational experience among core team members as an 
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 important factor for the internal coherence of the initial employment model.  Such an under-
standing can provide guidance for lead entrepreneurs in putting their initial team together.  In 
teasing out the simultaneous effects from structural inertia and adaptive pressures on struc-
tural change and stability, my research also brings out the message that such competing 
forces can pull firms towards opposite directions, leading to a potential disconnect between 
values and practices as demonstrated by my examination of employment models.  How to 
juggle “external fit” with “internal fit” is hence an important task for organizational designers 
(Miller, 1992).  One way to ease the path for change, when change is needed, may be through 
change of membership in the core team, since value commitment and established interests 
from the original members can be the source of inertia (Greenwood and Hinings, 1996). 
 
5.4 Limitations and Future Research Directions 
 
The key purpose of this research is to generate awareness on some important ques-
tions needed to be considered in human resource management for relatively young, small and 
growing ventures as well as to provide preliminary answers to those questions.  Studies con-
ducted under this thesis represent the starting point of a research agenda in trying to under-
stand the forces shaping human resources practices in growing ventures, and how such prac-
tices may affect attitudes and behaviors of organizational members, and eventually organiza-
tional outcomes.  Findings from this research represent only a tip of the iceberg of knowledge 
we need in understanding people management issues, and building HRM strategies in grow-
ing new ventures.  Substantial research efforts are still needed to understand the processes by 
which entrepreneurial firms design their human resource management systems, and execute 
their human resource plans via viable practices, given their unique organizational contexts. 
Studies in this thesis are based on relatively small sample sizes, using a combination 
of qualitative data and simple statistical inferences to shed some initial light on the research 
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 questions I have raised.  Research findings are hence indicative rather than conclusive.  Based 
on the theoretical perspectives and conceptual models built in my studies, future studies with 
more robust research designs are needed to validate the research findings.  Such research can 
be quantitative studies based on a large random sample of firms representing multiple indus-
tries and multiple contexts to obtain more generalizable results, or in-depth case studies of a 
small number of individual firms based on multiple informants, multiple source of informa-
tion at multiple time points, to capture the rich data needed to project more comprehensive 
pictures.  Given that research on human resource management systems in growing new ven-
tures still involves exploration of virtually uncharted territory, there are plenty of opportuni-
ties for unique contributions using either approach. 
A large part of the data for my studies is retrospective in nature.  Especially with data 
relating to the startup phase of the firm, I relied solely on founders to recall their experience.  
Though they are the best informant given the context, possible cognitive and perceptual limi-
tations from such recalls reduce the validity and reliability of the data (Chandler and Lyon, 
2001).  Future research on new venture core teams and employment models can spur more 
efforts in following firm development based on real time observations, or conduct panel stud-
ies that allow repeat data collection at multiple time points. 
My studies focus on a particular group of firms that are still run by founders.  Foun-
der-run and non-founder run firms can have very different organizational structures and deci-
sion-making processes due to different personal priorities and attachment to the firm (Baker 
and Gompers, 2003; Kelly, Athanassiou and Crittenden, 2000).  Future studies can include 
firms that are run by professional managers to compare and contrast their core team charac-
teristics, HR values and practices, and their change over time, with those in firms that are 
founder-managed.  Such research effort can enhance our understanding of the transition and 
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 transformation emerging firms have to go through during their different developmental 
stages. 
To truly appreciate the effects of core teams and human resource management sys-
tems on new ventures, we need to assess them amidst the multiplex relationships linking in-
dividual differences to organizational differences, organizational differences to individual 
performance, and individual performance to organizational performance (Schneider, et al., 
2000, pg. 106).  Though my current research touches on how individuals are being solicited 
into the core team based on their prior connections with the entrepreneur, and how their prior 
experience may influence the employment models of the new venture, all variables are con-
structed at the team or firm level, and analyses are done at firm level only.  Furthermore, I did 
not make the final link between core team characteristics and organizational performance 
outcomes such as growth rate or profitability, nor did I link change and stability of employ-
ment models, and their internal coherence and consistency, to individual attitudinal and be-
havioral outcomes.  Further studies with multi-level research design are certainly warranted 
as meaningful extensions to my current research scope. 
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Questions and Data Sheets used during the Interview 
 
Company Name: 
Name and Designation of the Respondent: 
Date of Establishment: 
When did the firm enter the growth phase: (Major milestones); Ownership 
 
Current number of employees: 
Number of employees three years ago: 
Compound growth rate (sales) in the last 3 years: 
Compound growth rate (net profit) in the last 3 years: 
 
Section I.  The entrepreneur 
 
1. Education background 
2. Work experience before becoming an entrepreneur 
 
Section II:  Core values and culture  
 
I am interested in understanding the characteristics and the types of operating values which 
might have existed in your organization during the startup stage (within the first two years).  
Could you please fill out the Question 1 for me before we proceed to more open ended dis-
cussions? 
 
Open-ended questions (if time permits): 
 
1. When you founded the firm, did you have an organizational model or blueprint that 
you tried to implement?   
2. Were there specific companies whose employment practices you wanted to emulate or 
avoid emulating? 
3. Do you set out to create a particular kind of organizational culture?  What are the core 
values of the firm? 
4. Where did they (core values) come from? 
5. Have the core values/culture of the firm change over time?  Why and How? 







 Section III  Information on Core team members 
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*Ties strength to be coded based on duration of the relationship and intimacy of the relation-
ship 
Duration of the relationship:  How many years have you known each other before the 
recruitment?   
1) for less than a year  
2) for 1-2 years 
3) for 2-3 years  
4) for 3-5 years 
5) for longer than 5 years 
 
Intimacy of the relationship 
1. Stranger 
2. Distant 
3. Somewhat close 
4. Close 
5. Especially close 
 
**Functional background categories: 
1. Production/Operations 
2. Research and development 
3. Finance/Accounting 
4. General Management 
5. Marketing/Sales/Customer Service 
6. Administration 




Section IV.  Environmental conditions of the firm  
 
As the background information for the study, we would like to gain a general understanding 
of the operational environment your firm is in.  Could you fill out Q2 for me? 
 
Before ending:   
 
We would like to collect some information specifically on the current HR policies and prac-
tices of your firm through a follow-up survey.  Could you recommend the best person to fill 
out the survey for us? 
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Department of Management and Organization 
 
Survey with Founder/CEO of the firm 
 
Q1.  Please indicate the extent to which each statement described the core values and char-
acteristics of your firm during your startup phase.  1= to very little extent; 7 = to a very 
large extent. 
 
Core values of the firm during the startup phase 
1.    Participation, open discussion     1   2   3   4   5   6   7  
2. Empowerment of employees to act    1   2   3   4   5   6   7  
3. Assessing employee concerns and ideas   1   2   3   4   5   6   7 
4. Human relations, teamwork, cohesion   1   2   3   4   5   6   7 
5. Flexibility, decentralization    1   2   3   4   5   6   7 
6. Expansion, growth, and development   1   2   3   4   5   6   7 
7. Innovation and change     1   2   3   4   5   6   7 
8. Creative problem solving processes    1   2   3   4   5   6   7  
9. Control, centralization     1   2   3   4   5   6   7 
10. Routinization, formalization and structure   1   2   3   4   5   6   7 
11. Stability, continuity, order     1   2   3   4   5   6   7 
12. Predictable performance outcomes    1   2   3   4   5   6   7 
13. Task focus, accomplishment, goal achievement   1   2   3   4   5   6   7 
14. Direction, objective setting, goal clarity   1   2   3   4   5   6   7 
15. Efficiency, productivity, profitability   1   2   3   4   5   6   7 
16. Outcome excellence, quality    1   2   3   4   5   6   7 
 
Characteristics of the firm during the startup phase 
1. A very personal place.  It is like an extended family.  People seem to share a lot of themselves.  
       1   2   3   4   5   6   7 
2. A very dynamic and entrepreneurial place.  People are willing to stick their necks out and take risks. 
        1   2   3   4   5   6   7 
3. A very formal and structured place.  People pay attention to procedures to get things done.  
       1   2   3   4   5   6   7 
4. A very production oriented place.  People are concerned with getting the job done.   
       1   2   3   4   5   6   7 
5. Emphasizes loyalty and tradition.  Commitment runs high.   1   2   3   4   5   6   7 
6. Emphasizes commitment to innovation and development.  There is an emphasis on being first with 
products and services      1   2   3   4   5   6   7 
7. Emphasizes formal rules and policies.     1   2   3   4   5   6   7 
8. Emphasizes on tasks and goal accomplishment.  A production and achievement orientation is shared. 
        1   2   3   4   5   6   7 
9. Emphasizes human resources.  Morale is important.    1   2   3   4   5   6   7 
10. Emphasizes growth through developing new ideas.  Generating new products or services is important. 
       1   2   3   4   5   6   7 
11. Emphasizes permanence and stability.  Efficiency is important.  
1   2   3   4   5   6   7 
12. Emphasizes outcomes and achievement.  Accomplishing goals is important. 
1   2   3   4   5   6   7 
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 Q2.  To what extent does the statement represent your firm’s current operating environment   
(1 = to a very little extent; 7 = to a very large extent). 
            
 
1. Our firm rarely changes its marketing practices to keep up with the market and competitors. 
1     2     3     4     5     6     7 
2. The rate at which products/services are getting obsolete in the industry is very slow (eg. Basic metal 
like copper). 
1     2     3     4     5     6     7   
3. The production/service technology is not subject to very much change and is well established (eg., in 
steel production) 
1     2     3     4     5     6     7 
4. Our firm must change its marketing practices extremely frequently (eg. semiannually). 
1     2     3     4     5     6     7 
5. The rate of obsolescence for our products/services is very high as in some fashion goods. 
1     2     3     4     5     6     7 
6. The modes of production/service change often and in a major way (eg., advance electronic compo-
nents). 
1     2     3     4     5     6     7     
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Name and Designation of the Respondent: 
Date joining the organization:  
 
I. Characteristics of the firm 
Please indicate to what extent the following statements describe the characteristics of your firm.  (1= to very 
little extent; 7 = to a very large extent.   
 
1. A very personal place.  It is like an extended family.  People seem to share a lot of 
themselves.      1   2   3   4   5   6   7 
2. A very dynamic and entrepreneurial place.  People are willing to stick their necks out 
and take risks.    1   2   3   4   5   6   7 
3. A very formal and structured place.  People pay attention to procedures to get things 
done.       1   2   3   4   5   6   7 
4. A very production oriented place.  People are concerned with getting the job done. 
       1   2   3   4   5   6   7 
5. Emphasizes loyalty and tradition.  Commitment runs high.   
1   2   3   4   5   6   7 
6. Emphasizes commitment to innovation and development.  There is an emphasis on 
being first with products and services 1   2   3   4   5   6   7 
7. Emphasizes formal rules and policies.   1   2   3   4   5   6   7 
8. Emphasizes on tasks and goal accomplishment.  A production and achievement orien-
tation is shared.     1   2   3   4   5   6   7 
9. Emphasizes human resources.  Morale is important.  1   2   3   4   5   6   7 
10. Emphasizes growth through developing new ideas.  Generating new products or ser-
vices is important.     1   2   3   4   5   6   7 
11. Emphasizes permanence and stability.  Efficiency is important.  
1   2   3   4   5   6   7 
12. Emphasizes outcomes and achievement.  Accomplishing goals is important. 
1   2   3   4   5   6   7 
 
 
II.  Human resource management philosophy and practices 
A.  The following statements describe types of operating values which may exist in your organization.  Please 
indicate the extent to which each statement describes your organization.  1= to very little extent; 7 = to a very 
large extent.   
 
1. Participation, open discussion    1   2   3   4   5   6   7 
2. Empowerment of employees to act   1   2   3   4   5   6   7 
3. Assessing employee concerns and ideas  1   2   3   4   5   6   7 
4. Human relations, teamwork, cohesion  1   2   3   4   5   6   7 
5. Flexibility, decentralization    1   2   3   4   5   6   7 
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 6. Expansion, growth, and development   1   2   3   4   5   6   7 
7. Innovation and change    1   2   3   4   5   6   7  
8. Creative problem solving processes   1   2   3   4   5   6   7 
9. Control, centralization    1   2   3   4   5   6   7  
10. Routinization, formalization and structure  1   2   3   4   5   6   7 
11. Stability, continuity, order    1   2   3   4   5   6   7 
12. Predictable performance outcomes   1   2   3   4   5   6   7 
13. Task focus, accomplishment, goal achievement  1   2   3   4   5   6   7 
14. Direction, objective setting, goal clarity  1   2   3   4   5   6   7 
15. Efficiency, productivity, profitability   1   2   3   4   5   6   7 
16. Outcome excellence, quality    1   2   3   4   5   6   7 
 
 
B.  Please indicate to what extent the following practices are being implemented in your organization (1= to 
very little extent; 7 = to a very large extent) 
 
Employees perform jobs that 
1. allow them to routinely make changes in the way they                 1=not at all ; 7=to a very large extent 
perform their jobs     1   2   3   4   5   6   7 
2. empower them to make decisions     1   2   3   4   5   6   7 
3. include a wide variety of tasks    1   2   3   4   5   6   7 
4. involve job rotation     1   2   3   4   5   6   7 
5. are standardized throughout industry   1   2   3   4   5   6   7 
6. are designed around their individual skills   1   2   3   4   5   6   7 
7. are extremely simple     1   2   3   4   5   6   7 
8. are well-defined      1   2   3   4   5   6   7 
9. require them to participate in cross-functional teams  
and networks      1   2   3   4   5   6   7 
The Recruitment/selection process for employees 
10. emphasizes promotion from within    1   2   3   4   5   6   7 
11. focuses on value fit     1   2   3   4   5   6   7  
12. places priority on their potential to learn   1   2   3   4   5   6   7 
13. assesses their specific skills    1   2   3   4   5   6   7 
14. uses open recruiting sources (agencies, universities, etc.) 1   2   3   4   5   6   7 
15. places priority on their willingness in subjecting to  
strict discipline and follow instructions   1   2   3   4   5   6   7 
16. assesses their industry knowledge and experience  1   2   3   4   5   6   7 
17. emphasizes their ability to collaborate and work in teams 1   2   3   4   5   6   7 
Our training activities for employees 
18. are comprehensive     1   2   3   4   5   6   7 
19. are continuous      1   2   3   4   5   6   7 
20. require extensive investment of time/money   1   2   3   4   5   6   7 
21. strive to develop firm-specific skills/knowledge  1   2   3   4   5   6   7 
22. emphasize improving current job performance  1   2   3   4   5   6   7 
23. focus on compliance with rules, regulations,  
and procedures      1   2   3   4   5   6   7 
24. focus on team building and interpersonal relations  1   2   3   4   5   6   7 
Our performance appraisals 
25. emphasize on employee learning    1   2   3   4   5   6   7 
26. include developmental feedback    1   2   3   4   5   6   7 
27. seek to increase short-term productivity   1   2   3   4   5   6   7 
28. are based on objective, quantifiable results   1   2   3   4   5   6   7 
29. assess quality of output     1   2   3   4   5   6   7 
30. assess quantity of output      1   2   3   4   5   6   7 
31. measures productivity and efficiency   1   2   3   4   5   6   7 
32. assess compliance with preset behaviors, procedures,  
and standards      1   2   3   4   5   6   7 
33. are based on team performance    1   2   3   4   5   6   7 
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 34. focus on their ability to work with others   1   2   3   4   5   6   7 
Our compensation and rewards 
35. are designed to ensure equity with peers   1   2   3   4   5   6   7 
36. include an extensive benefits package   1   2   3   4   5   6   7 
37. include employee stock ownership programs   1   2   3   4   5   6   7 
38. are based on market wage (going rate)   1   2   3   4   5   6   7 
39. have an individual incentive/bonus component  1   2   3   4   5   6   7 
40. are based on straight salary    1   2   3   4   5   6   7 
41. focus on short term performance    1   2   3   4   5   6   7 
42. value seniority      1   2   3   4   5   6   7 
43. have a group-based incentive component  
(gain-sharing, etc.)     1   2   3   4   5   6   7 
44. place a premium on their industry experience  1   2   3   4   5   6   7 
 
III.  Please indicate to what extent do you feel the followings exert influence on the current HR philoso-
phies and practices of your firm (1= to very little extent; 7 = to a very large extent) 
 
1. Government regulations, legislations, and directories  1   2   3   4   5   6   7 
2. Governmental incentives and rewards   1   2   3   4   5   6   7 
3. Advocates from professional associations our firm  
(or core team members) belongs to    1   2   3   4   5   6   7 
4. Suggestions/requirements from the institutional investor(s)  1   2   3   4   5   6   7 
5. Recommendation by HR consultants   1   2   3   4   5   6   7 
6. Practices of leading firms in our industry   1   2   3   4   5   6   7 
7. Practices adopted by most firms in our industry  1   2   3   4   5   6   7 
8. Practices of our major customers    1   2   3   4   5   6   7 
9. Practices of our suppliers/competitors    1   2   3   4   5   6   7 
10. Practices of a firm(s) we know well    1   2   3   4   5   6   7 
11. Pressures from trade union    1   2   3   4   5   6   7 
12. Practices of the firm(s) the entrepreneur or other core  
team members used to work for     1   2   3   4   5   6   7 
13. Learning from business class(es) or business gurus   1   2   3   4   5   6   7 
14. Knowledge of the HR personnel(s) within our firm  1   2   3   4   5   6   7 
15. Cultural norms in the society    1   2   3   4   5   6   7 
 
 
 Thank you!! 
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